HOW WILL THIS “EASY 
MONEY” MARKET AFFECT 
YOUR SECURITY HOLDINGS: 





THOUSANDS of investors have had their in- 
comes substantially reduced by the action of the 
Government and private corporations in calling 
bonds of a relatively high yield and substituting 
bond issues of a lower coupon. 


Five billions in government bonds have been called 
since early in 1934! During the month of March, 
alone, $112,000,000 of corporate bonds were re- 
funded and a wide extension of this practice is an- 
ticipated among corporations. 


‘THE HOLDER OF CALLED BONDS LOSES 


A called. bond is usually selling at a substantial 
premium which it loses entirely as soon as notice of 
a call is issued. Furthermore, the holder must ac- 
cept a lower return or content himself with a rein- 
vestment in a lower quality issue since it is often 
impossible to replace a bond with another of the 
same quality and receive the same income. Here lies 
a serious problem for the man or institution de- 
pendent upon income from investments. 


NON-REFUNDED ISSUES BENEFIT 


Companies which are enabled to refund their debts 
at a lower rate strengthen their position and de- 
crease their fixed charges. The position of their 
non-refunded bonds is bolstered and the equity of 
the common stock is enlarged. As a matter of fact, 


if a number of railroads could refund their debt on 
a 334% basis, they would show earnings on their 
common stock instead of continuing “‘in the red.” 
Obviously the holders of unredeemed issues are ma- 
terially benefited. 


How HIGH GRADE EQUITIES RESPONDED 


An interesting special situation has arisen in regard 
to the highest caliber common stocks. With re- 
demption of many bond issues and lowering inter- 
est rates, investors have turned to common stocks of 
investment standing, which may be depended upon 
for a regular dividend. This “overflow” of capital 
from the bond market has been reflected in the ad- 
vances in such issues as Eastman Kodak, Allied 


Chemical & Dye, duPont and Union Carbide. 


COMPETENT SUPERVISION INVALUABLE 


Investment Management Service has proved thor- 
oughly alert in protecting its clients against unneces- 
sary losses in income and principal. ‘Through selec- 
tive counsel it has directed them in gaining repre- 
sentation in those securities which will be fully bene- 
fited by this unusual situation. Later, a sizable, 
natural increase in business activity, or perhaps a 
gain in inflationary trends, may end this “easy 
money” condition. Our clients have the security 
of knowing that our counsellors take the intiative 
in advising them of the proper course to pursue. 





JO that you may recognize any weakness in your position we offer to 
make a preliminary analysis of the portfolios of interested investors with a minimum 


capital or equity of $20,000. Merely send us a list of your securities and objectives. 


There is no obligation. 
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With Our Readers 


Sirs: 

I was astonished at the assurance 
with which you stated on the “With 
Our Readers” page, February 16, that 
the consumer is paying the processing 
tax. If in possession of more of the 
facts, | do not think you could feel so 
sure. When the first 50 cents per cwt., 
of the processing tax on hogs was as- 
sessed the price of hogs immediately 
dropped approximately the same 
amount. The same thing was repeated 
as increases in the tax became effective 
up to the present tax of $2.25 per cwt. 

Hogs and hog products are high now 
because of scarcity. Drouth was the 
major cause of the scarcity. Its effect 
was so great that it masked the possible 
effect of the processing tax and the 
corn-hog contracts. We do not know 
whether they had any noticeable effect 
on the price. Anyway the high price is 
no help to those that have none to sell. 
Many farmers are again signing the 
corn-hog contracts because they think 
that the only means of recouping the 
loss caused by the reduction in price 
due to the processing tax. The proc- 
esser must sell hog products in com- 
petition with other foods. The price 
he can get limits the price he can afford 
to pay for the animals. To him the 
processing tax is a part of the cost of 
the animals. 

Taxes are one of the chief handicaps 
ot the farmer. In his most prosperou; 
years, ad valorem taxes on the supposed 
value of his land, livestock and imple- 
ments took 20 per cent of his in- 
come. This tax continued to demand 
nearly as many dollars annually after 
his income had vanished. In addition 
to this he was subjected to nuisance, 
income and various other taxes just the 
same as other people. Our officials 
have worked at the wrong end on the 
tax question, and have been beset by 
lobbyists of various groups who urged, 
“Get the revenue but don’t tax us.” 
Producing less will not make more to 
divide. We would better produce 
eficiently and divide justly.—C. E. H., 
Washington C. H., Ohio. 

We are aware of the manner in 
which the processing tax worked out 
as applied to hogs. On the other hand, 
as applied to cotton, it certainly has not 
come out of the producer’s price, but 
out of the consumer. We agree with 
you that producing less will not make 
more to divide, but who in this disor- 
ti? world can define just division?— 

D. 
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Sirs: 

In answer to J. B.’s letter (published 
April 13), you say “The depression 
was caused by the boom which pre- 
ceded it.” When one advances a 
theory of the cause of the depression, 
should he not be ready to criticize 
other theories and attempt to prove 
they are wrong? In this depression I 
have noticed that no one attempts to 
prove that the free traders are wrong. 

For instance on the evening of May 
15, 1933, Owen D. Young made a 
speech to the annual conference of the 
Association of Junior Leagues of Amer- 
ica, which had met in Philadelphia. 
In this speech, among other things, he 
said “So having refused their goods, we 
took their gold until we ruined the 
currency and banking systems of the 
world, including our own, until inter- 
national exchanges and trade were 
paralyzed. The fact about it is, the 


sad fact, the indicting fact, that we - 


insisted upon the bond, we insisted 
upon the performance of the bond, and 
then we made it utterly impossible for 
the bond to be performed.” 

This speech was extensively quoted 
and seemed to create a sensation, but, 
so far as I know, no newspaper editor 
criticized it. Referring again to your 
reply to J. B., it was during this very 
boom that a reader of newspapers 
could frequently find items on the 
front page about the great amounts of 
gold that were being shipped to this 
country. What is there to show that 
this boom was not the first effect of the 
gold flow started by the tariff? If you 
object that a gold flow started by the 
tariff, ought to have started sooner; 
could not the late start be accounted 
for by the money we loaned abroad 
after the Armistice? Evidence that this 
is a fact is given in “The Dawes Plan 
and the New Economics” by George P. 
Auld. Mr. Auld did not seem to real- 
ize what would happen when loans 
from the United States to Germany 
stopped, but the time of trouble was 
cuite accurately forecasted —J. M. W.., 
Buffalo, N. Y. 

Spring, sir, would not seem the same 
without your perennial blast on free 
trade. We would like to see trade 
much freer than it is. We approve of 
the Administration’s efforts to nego- 
tiate reciprocal trade agreements. But 
even if one assumes that it was a mis- 
take to build our tariff walls to the 
present height, how can they be 
knocked down in a nationalistic world 


without disastrous results to American 
industry or at least a large segment of 
it? It is easy to favor lower tariffs in 
principle, but the rub comes when you 
try to decide what specific products we 
will remove from tariff protection. 
Which ones would you suggest?—Eb. 


Sirs: 

It seems to me that it would be a 
wonderful thing if some public spirited 
citizen would get up an organization 
that would compile a list of all insur- 
ance policy owners, savings bank de- 
positors, government savings depositors, 
safety deposit box renters and small in- 
vestors generally. Then interest a few 
retired or other friends who would 
take action. They might send out post 
cards or in some other way arouse the 
great middle class. If they could get a 
number of persons to contribute a dol- 
lar a month each or a dollar a quarter 
or perhaps five dollars, in some way 
contribute enough to keep the thing 
going, then if they would each agree 
to send a certain number of Senators 
and Representatives a card, a letter or 
a telegram asking them to kill the 
soldier's bonus and other bills detri- 
mental to their country and themselves, 
it might help. We should do some- 
thing to interest the financial middle 
class in making itself heard. There 
are so many fine people who have 
shown a sense of duty (sometimes to 
their own great disadvantage) to their 
neighbors and their country that are 
now being absolutely crushed by their 
country that it seems a pity that they 
should not speak — should not have 
someone to speak for them. 

I wish THE MAGAZINE OF WALL 
STREET would try to interest some 
suitable person or persons to fight their 
battle or put them into the way of 
fighting their own. I should like to 
see them have an organization in every 
country of every state in the Union.— 
J K.. Minneapolis, Minn. 

We regret to state that we_ have 
exerted our utmost efforts to further 
organization of investors. We can not 
do more than we have already done in 
opening our pages to proposals of this 
kind. We believe the solid conse~va- 
tives of this country today outnumber 
the New Dealers and need only to get 
behind an outstanding leader. Perhaps 
he will emerge into the public lime- 
light before next year’s election.—Ep. 
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You Can Secure This 
Important Book—Free! 


Here, we believe, is one of the most valuable and useful works on 
investment we have ever published. Its principles, used in con- 
junction with the regular reading of The Magazine of Wall Street, 
can prove of dollars-and-sense value to every investor—every trader. 


“What to Consider When Buying Securities Today” is not dry 
theory, but a clear, simple exposition based on those principles ad- 
vocated by The Magazine of Wall Street for success in investing. 


What to Consider 
When Buying Securities Today 


By A. T. Miller 


The Magazine of Wall Street’s 
Technical Market Authority 


Beginning with a practical discussion of the pros and cons of 
practical economics, the author of The Magazine of Wall Street's 
Fortnightly Market ‘Forecast comprehensively, yet simply, covers 
every phase of investment technique required under today’s con- 
ditions, 


He discusses the advantages and disadvantages of various types of 
securities—the factors to be considered to profit by opportunities in 
bonds, preferred and common stocks. Every possible eventuality 
is considered—as well as valuable pointers in detecting buying, 
selling and switching signals. 


Truly, this is a workable and easily understandable text, explaining 
a profitable subject so that you can readily understand and apply 
its methods to your individual needs. 


Free With Yearly Subscriptions 


This book is not for sale. It was prepared for The Magazine of 
Wall Street subscribers—was offered with yearly subscriptions. 
We have but a limited quantity now available, so urge you to act 
at once. If you did not receive it as a subscriber, “What to Con- 
sider When Buying Securities Today” will be sent with a one 
year’s renewal. 


Other Privileges You Enjoy 
As a Yearly Subscriber 


Yearly subscribers also enjoy the consultation privileges of a Con- 
fidential Inquiry Service. No other organization has the facilities 
to duplicate this co-operation—the only stipulation is that inquiries 
be limited to not more than three listed stocks or bonds at a time in 
order to facilitate replies. This enables you to personalize the work 
of The Magazine of Wall Street in accordance with your particular 
requirements—and, as in the case of many new subscribers holding 
securities about which they know but little, this department might 
quickly make or save you hundreds or thousands of dollars. 


To Receive Your Copy—Mail 
This Coupon Today 
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—Practical dynamic business economics. 
—The consequences pro and con of currency 
inflation. 
—Investment opportunities born of the business depression, 


and credit 


SELECTION UNDER 
PRESENT CONDITIONS 


—Simple methods essential to successful investing. 


- HOW TO GAUGE SPECULATIVE AND INVESTMENT OPPOR- 


TUNITIES IN BONDS 
—What constitutes safety of principal. 
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—Quick or long range profits. 
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TRUSTS 
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—Important chapter on a form of investment which may 
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The Magazine of Wall Street 
90 Broad Street, New York, New York 


Enclosed find my remittance of $7.50 for which enter subscription to THE 
MAGAZINE OF WALL STREET for one year (26 issues) beginning with 
This entitles me to receive a copy of “What to Con- 


your May 25th issue. 


A Valuable Privilege 
Personal Service Department 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 
listed stocks or bonds (as many as three each time 
and as often as you wish). 
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How Many Times Earnings? 


pansion of facilities is slight or non- 


F all the various rules of thumb 
that have found favor in the 
judging of stock prices the old 
one to the effect that a fair price is 
ten times the annual earnings is per- 
haps the most enduring. True, we saw 
it distorted and temporarily forgotten 
in the 1928-29 days when future earn- 
ings were given more weight than those 
currently reported, but it bobbed up 
again and was in considerable vogue in 
the subsequent depression when the 
future was obscure and any earnings at 
all were received with acclamation. 
Now, under pressure of cheap money 
and an increasing volume of funds 
seeking equity investments we find the 
“ten times” rule again being stretched 
and the remark is often heard that such 
and such an issue looks “high’’ because 
it is selling at 20 times its earnings. 
Now this does not mean that the 
psychology of the boom is returning, 
for certainly present values are not 
based on what will happen in the re- 
mote future. It does mean, however, 
that the familiar “ten times” yardstick 


is being subjected to some drastic 
changes in common with several other 
yardsticks, 

Back in the days of sanity before the 
boom, a stock was expected to earn 
10% per annum on its market price on 
the assumption that 5% should be 
available to the holder, while the other 
5% should be plowed back into the 
business for necessary expansion. 
Hence, the stock of a sound and pro- 
gressive enterprise was held to be fa- 
vorably priced at ten times its earn- 
ing power. Of course, this rule was 
subject to some modification. Mining 
stocks characteristically sold around 8 
times earnings, while the more stable 
rails and utilities were accorded ratios 
of price to earnings of 12 to 15 times, 
but generally speaking most stocks were 
appraised on a “ten times” basis until 
the ‘new era” began the capitalization 
of earnings ten years in advance. 

Today a different setting is responsi- 
ble for a modified basis of appraisal. 
The evils of over-production are all 
too apparent. The necessity for ex- 


existent in most lines. If maintenance 
is properly looked after and replace- 
ment made in accord with modern de- 
velopments, there is no incentive or 
demand to reinvest a large proportion 
of earnings in operations. Hence in 
some of the soundest and profitable 
companies stockholders are content with 
earnings of 5% on the market price. In 
view of the low level of interest rates 
and return on invested capital generally, 
4% for the stock, which must be con- 
sidered a good return in these days, 
and 1% for a margin of safety or for 
possible extras or expansion is appar- 
ently deemed adequate for many issues 
which as a consequence are selling at 
20 or more times current earnings. 

Before applying today’s modified 
rule too liberally, however, careful note 
should be taken of the position of the 
company, its financial strength, need 
for expansion, and most important the 
established record of earnings which 
may form the basis of a quick estimate 
of market value. 
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Business Scheduled to Pay Greater Than 


1929 Taxes 


A Searching Analysis of Social Security Legislation and What It Will 


Cost Business—and the Individual 
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A Creeping Bull Market in Oils? 


By GeorGcE L. MERTON 


Separating the Sheep from the Goats in Gold and 


Silver Mining Issues 
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SHE HAD YOUTH, beauty, and a 
wistful hunger for life. But her wealthy 
stepsisters got all the breaks. They wore 
the good clothes, ate the fine food. lived 
in idle ease. Cinderella did the hard work 


and took what little joy came her way. 


Magic changed her life—dressed her up 
and sent her to the ball. In the end. she 
found the fulfillment of her dreams... she 


got her man. 


Millions of American families are Cinder- 
ellas, dreaming of comforts and pleasures 
seemingly far beyond their grasp, when as 
a matter of fact there is a magic way of 


escape from their drab ashes. 


Instalment buying was once relatively small 
in scope. The coming of the automobile 
gave rise to a new conception of its potent- 
ial economic value to the nation. The 
perfection of the radio, oil and gas burners, 
refrigerators and other modern appliances, 


tremendously increased its importance in 


put labor-saving necessities and health- 


promoting comforts into millions of Ameri- 
can homes... brought color and happiness 


to millions of families, as it can for you. 
at. 


Merchants who sell and individuals who 
buy on the time payment plan must make 
sure that the company back of the system 
has a history of integrity and fair-dealing, 


and ample resources. 


Commercial Credit Company was founded 
in 1912 with $300,000 capital. Today its 
companies employ 1800 people and more 
than $41.000.000 of capital and surplus. 
It financed nearly $400.000,000 of sales 
last year. Its charge for service is moderate. 
It carefully supervises collections to pro- 


tect both buyer and seller from any loss. 


ComMERCIAL 


COMMERCIAL BANKERS 


Its ever-increasing operations have played 


a major part in opening vast markets for 
American manufacturers, stepping up pro- 
duction, decreasing costs and selling prices, 
making jobs for millions of workers. 
Without such a financing service. Ameri- 
can industry would move at a snail’s pace 


—labor would be a drug on the market. 


x x x 


How Commercial Credit Company 
Serves Buyer and Seller 


Commercial Credit Company purchases current open ac- 
counts receivable. notes, and instalment lien obligations 
from responsible Manufacturers, Distributorsand Dealers. 
Financing plans are provided to cover the time payment 
sale of automobiles. refrigerators, oil burners, machinery 
and equipment, air conditioning units, heating plants, 
store and office fixtures, boats and a score of other such 
broad classifications, including hundreds of individual 
products. The service is national in scope, vet completely 
local through one hundred and forty-two offices located 


in the principal cities of the United States and Canada. 


Crepir Company 








the American industrial scheme. 


= ar 
=~ aI Headquarters BALTIMORE 
¥ . A 


= ‘ AND SURPLUS $41,000,000 





CONSOLIDATED CAPITAL 





From the once little local instalment plan 





has been developed the great time payment 


financing system —a magic wand that has 
Wherever You Are e Whatever You Make, Sell or Buy e Use Commereial Credit Service 
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ter case toward a decision 
that may destroy N R A at the source, its arch enemy, 
the Senate Finance Committee, votes to give it until 
next March to liquidate. In vain did the President 
“reason” with the N R A opponents gathered at the 
White House in conference. They couldn't vouchsafe 
him an iota more than a few months of innocuous 
withering away. The last word has not been spoken. 
but that futile conference is certainly significant of 
waning legislative interest in this “noble experiment” 
which was the very spearhead of New Deal legislation. 
While the eclipse of N R A is a cause for satisfaction 
in that it marks the approaching end of our national 
tour in a stranger Wonderland than Alice's, there is 
some reason for regret. There was a germ of a good 
idea in N R A—an attempt at a planned reconcilement 
of the interests of business and labor with each 
other and with those of the public, combined with 
rules of fair and decent conduct and competition. 
Too many professors in the beginning, a surplus of 
snippy radicals, too much haste in organization, intoler- 
able delays in administration and nerve-wracking oscilla- 
tions of policy—these were its fatal defects. Some 
codes grabbed too much while the grabbing was good 
and some code authorities were more sinning than 
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XR A VERGES S the Supreme Court sinned against. Something may yet be salvaged from 
ON EXTINCTION wrestles with the Schech- the fading institution. No doubt special acts will pre- 


serve some of its substantive features, but as an institu- 
tion it is as good as dead if it does not now get a 
reprieve of at least two years. 


atl 


REPORT N. Peek’s startling report to the 
President on foreign trade is an 
exact picture of our situation. Is it credible that the 
present Administration has been merely going through 
a series of motions at a great sacrifice to the whole 
country which have accomplished nothing for us al- 
though of great advantage to the rest of the world? 
One purpose of devaluing the dollar was to encour- 
age the export of goods and services. The result, 
however, has been a decline in our largest export 
commodity—cotton, while the foreigner’s debt to us 
has been cut and he was enabled to buy the best Ameri- 
can securities at a 40 per cent discount. It appears 
moreover that we are a creditor nation only by virtue of 
listing as assets the war debts at their face value—and 
our direct foreign investments at boom-time figures. 
We sought to stimulate our export trade by mutual 


trade concessions, but results show that whereas for- 
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eigners are willing enough to sell us their goods, they 
prefer to use the balances established here to buy 
American securities and arrange for a large part of 
their requirements for goods and services elsewhere. In 
addition we have been busily engaged in exchanging 
valuable earning assets in the form of stocks and bonds 
in American enterprise for a large part of the world’s 
precious metals, which earns us not one dime. 
In our view the Peek report has done a great servic 

It may help to awaken the American people to ee 
muddle into which we have been led. We do 
not know to what extent it will awaken the Admin- 
istration, but the fallacies of our monetary policies, 
the fatuousness of our foreign trade theories have cer- 
tainly been revealed in a manner calling for drastic 
revision. 


i 
INFLATION ROM the conservative Dr. 
OR NOT? O. M. W. Sprague, who re- 


signed as a Treasury adviser 
some time ago in a huff centering on New Deal gold 
and monetary policies, comes some surprising views on 
inflation. Testifying before the Senate Banking and 
Currency Committee, Dr. Sprague digressed from the 
subject of the banking bill long enough to state that if 
the Government paid “the soldiers’ bonus “ gs ell 
with no intent to follow with other moves to lift price 
the bonus would not be inflationary. 

This is probably correct, but it certainly puts the 
test of inflation on a novel basis. Why not make the 
payment five billions, instead of two billions? For that 
matter, why not distribute ten billions to those on re- 
lief or $2,000 to each destitute family? If the pay- 
ment be “grudgingly” made, in the interest of sweet 
charity and not with intent to raise prices, then it 
would not be inflation, according to this interpretation. 
We are inclined to think the amount is more important 
than the intent. In fact, most historical inflations were 
wholly unintentional. 


r_ 


MEMBERLESS 


NE of the many strange 
LABOR UNIONS 


things our Government 
is trying to do is to 
turn the management of labor over to organized labor 
when there is no such thing in a comprehensive sense. 
The Twentieth Century Fund points out that there are 
only 4.2 millions of members of regular unions and 
but 2.5 millions in company unions. Against this 
total of 6.7 millions there are at least four times as 
many independent workers. The fact is that America 
is not union minded. That fact should be faced. Pos- 
sibly the average worker may have noticed that the least 
unionized industrial country in the world has, in nor- 
mal times, the most prosperous workers. Nor will social 
insurance laws strengthen the unions. The more the 
Government does to care for the “unprivileged” the 
less there is for the unions to do and promise. The so- 
cialistic idea of class warfare has been intimately asso- 
ciated with the advance of organized labor in other 
countries. Maybe our unions are weak because the great 











majority of our workers are not socialistic. Perhaps the 
much abused section 7(a) of the National Industrial 
Recovery Act meets our situation. Giving employees 
the right of collective bargaining opens the way for 
group action of employees without forcing them into 
unions or into a rigid-class conception of society. 


—_ 
RULE OF HE effort of the Department of 
REASON Justice to block the proposed 


merger of the Republic Steel 
Corp. and Corrigan, McKinney Steel Co. by resort to 
Section 7 of the Clayton Act has been defeated in the 
Federal District Court at Cleveland. If sustained by 
the Supreme Court, this decision will be of consider- 
able business and legal significance. 

It took the Federal courts more than twenty years 
to interpret the Sherman anti-trust act of 1890 with 
any degree of clarity. Out of much litigation came 
the famous “rule of reason”. In the Clayton Act in 
1914, however, Congress went on a “trust-busting™ 
rampage in language both stronger and more specific 
than in the Sherman Act. Now the Federal Court at 
Cleveland has applied the “rule of reason” in interpret- 
ing this also. Specifically, the court held that the Gov- 
ernment must prove a “sufficiently substantial lessening 
of competition to warrant a finding of probable injury 
to the public as a result of the consummation of the 
merger” and that such was not proven. In view of the 
fact that the combined enterprise would be far smaller 
than either United States Steel or Bethlehem Steel, the 


decision will seem to the layman as indeed a “rule of 
reason” and simple common sense. 

—_ 
INCREASED T  $465,408,000, — security 


FINANCING flotations during the month 
of April were the highest 
in four years. A Federal Land Bank issue of $162,- 
000,000, however, and state and municipal issues of 
$157,000,000 accounted for the great bulk of the 
month’s financing operations. Industrial issues 
amounted to only $7,000,000; public utility issues to 
$73,000,000; and railroad issues to $27,400,000. 

Most corporate financing continues to be refunding 
of old obligations at lower interest rates, rather than 
the raising of new capital for expansion. Present re- 
funding activity, however, is testimony to the accumu- 
lating inflationary powers of surplus capital and low 
money rates as well as proof that the financing ma- 
chinery can function under. new rules under the 
S EC. In both respects it is a hopeful augury. 


o 


— 


UR most recent investment 
advice will be found in the 
discussion of the prospec- 

tive trend of the market on page 58. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, May 6, 1935. 
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As I See It 


A Supreme Court of Money and Credit 


a the control of the money and credit 
supply of the country be subject to politics, 
or shall it be regulated by an unbiased body 
unhampered by any consideration other than 
the common good of the nation? Stripped of 
all other inconsequential proposals under the 
new Banking Act, this is the primary issue be- 
fore Congress. Yet so adroit is the camouflage 
surrounding its presentation that one would 
scarcely recognize it. Its purpose, says Chair- 
man Steagall, of the House Banking and Cur- 
rency Committee, is to take control of the 
country's banking system away “from three 
or four men in New York” and vest it in a 
Government body at Washington. 

Such argument is plausible, rather than in- 
telligent. Few will disagree with the principle 
that control of credit should not be in private 
hands. Most will agree that it should be 
exercised in the broadest national interest so 
far as that is humanly possible. The real 
issue is not between so-called “New York’ 








control and public control. Rather it is con- 


cerned with precise mechanism of public con- 
We do not wish to jump from the 
experience 


trol. 
frying pan into the fire. 
shouts a warning against the 
peril of putting credit con- 
trol into politics. 

It is this warning that the 
Administration appears de- 
termined to override. By 
all present signs, it is going 


All 





—~ By Charles Benedict 


optimistic control of credit. Under mass pres- 
sure there will be overwhelming temptation 
to open wide the throttle, but always extreme 
reluctance to put on the brakes. Even if one 
assumes the present Administration is infallible 
in its judgment, there will be other Adminis- 
trations, at least every eight years; and it is 
a continuing policy with which we are dealing. 

What is the alternative to “New York” con- 
trol? We have stated it before. It is in con- 
currence with the views of most conservative 
bankers and business men, and even has a few 
advocates among some of those in Congress 
who are radically inclined in monetary matters 
such as Senator Thomas. It is simply to set up 
a Supreme Court of Credit, divorced completely 
both from private finance and from politics; 
made up of men of such standing as to inspire 
public confidence from the start. These men 
should be appointed for life, should be remov- 
able only for proven cause, should be so well 
secured by a salary and pension system as to 
have no personal financial problems. Only 
through such an agency can credit control be 
administered in the true national interest, for 
such control implies periods of contraction 
as well as expansion. 

Today all thought centers 
on expansion. When _ the 
time for intensely unpopular 
contraction comes, will poli- 
ticians recognize it? We 
doubt it. If they recognize 
it, will they be inclined to do 





to have its way—the wrong 
way and the dangerous way. 
That is why protests from 
business leaders against Title 
Il of the Banking Bill are at 
last becoming vocal. That 
is what prompts the protest 
of the American Bankers 
Association in its recent pro- 
posal to give Reserve Bank 
Governors representation 
and full voting power on the 
Federal Reserve Board. 
Political control of credit 
will inevitably be loose and 
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anything about it as the next 
election looms up? We 
doubt it. But if the control 
is vested in an unbiased, judi- 
cial, highly qualified and 
non-political group it is con- 
ceivable that we might have 
a central banking system 
which would safeguard us 
from the perils of extreme 
conditions in money and 
credit excesses or scarcity, 
and operate for the good of 
all. 

PV 





The Pressure of Low Money Rates and Resulting Investment 


Demand Lends Support to the Market 


q Yet Prospects of Seasonal Business Recession Suggest Caution 


in New Commitments 


Will Spring Advance Be 


Resumed? 


By A. T. MiILLer 


N April the stock market posed a question whether we 
were seeing the beginning of sustained and general ad- 
vance or merely another short-swing recovery along 

highly selective lines. On the evidence of the past fort- 
night—though admittedly it is not conclusive—it would 
seem the part of prudence to lean to the latter assumption. 


Evidence of Resistance 


Over this period the market has made no progress. That 
the week which produced the heaviest trading volume of 
the year to date also produced merely a horizontal price 
trend plainly indicated that optimistic buying had en- 
countered at least temporarily formidable resistance in of- 
ferings overhead. This congestion has now been followed 
by moderate recession in industrials, rails and utilities, al- 
though without sufficient volume to prove the case for the 
bear side any more conclusively than it had previously 
been proven for the bull cause. 

Under the circumstances we are strongly inclined to sit 
quietly on the fence, to espouse neither side of the argu- 
ment for the present and to endeavor as best we can to 
keep an open mind. If the season were not what it is, we 
would lean toward giving the benefit of the doubt to the 
optimistic side, which without question is the favored side 
for the longer term. But in the face of the certainty of 
some seasonal recession in business activity, we prefer to 
keep our fingers crossed so far as the immediate movement 
is concerned. 


Speculation Joins With Investment 


Over coming weeks it seems likely that the contending 
forces in the market will be business recession—and whether 
it will be merely seasonal or more remains to be seen— 
and, on the other hand, the inflationary powers of a veritable 
glut of money seeking investment. For the longer term 
lifting abilities of the latter force we have the utmost re- 
spect, but to expect it to demolish seasonal business reaction 
as a stock market influence in the immediate setting would 
be to ask a considerable order, especially when so many 
stocks have neither dividends nor earning power with 
which to tempt genuine investment money and when it is 
at least open to question whether some of the high-grade 
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dividend payers may not have temporarily overplayed the 
easy money game. A 10-point dip in Eastman Kodak, for 
example, would seem to support just a tiny suspicion that 
speculation joined hands with investment in the recent 
easy money boomlet. 

This, of course, is a trifling recession in this particular is- 
sue and equally unimportant have been more moderate 
reactions in other 1935 Blue Chips. Yet at a time when 
the speculative community is much impressed with money 
rates and declining investment yields it is worth passing 
note that even a 5 or 6 per cent dip from recent highest 
quotations in quite a few of the “money market” stocks can 
be equal to the cash dividend return for a couple of years. 


A Cushion for Decline 


This is not in the least to minimize the significance of 
the current credit factors as a supporting influence in the 
stock market. They will undoubtedly tend to cushion any 
possible decline in good grade equities, but investment buy- 
ing at concessions is one thing and aggressive accumulation 
at rising prices is quite another matter. We risk the guess 
that a considerable number of canny investment buyers-- 
including investment trusts which “invest” for appreciation 
more consistently than for yield—vwill squint one eye 
toward the business outlook and take a chance that mod- 
erately better yields and profit possibilities may be available 
ahead. 

For our part we are sceptical that even the much watched 
and highly selective Dow-Jones industrial “average’—re- 
cently at a triple top for the last two years—can negotiate 
a new bull market as we approach the slack summer season. 
This publication’s much broader “‘average”—containing 288 
stocks—stands, roughly, 5 points above the year’s low and 
8 points under the year’s high. This, to say the least, of- 
fers little in the way of technical confirmation of major 
advance. 


Summer Slackness? 


On the favorable side we are impressed by cumulative 
evidence which appears to forecast that the inevitable sea- 
sonal recession in business will probably prove less severe 
than the reactions which followed the short-swing business 
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advances of 1933 and 1934. There are a variety of rea- 
sons for this belief—as detailed in a special business article 
on following pages—the most generalized reason being that 
the business upturn of the past five months or so has had a 
broader base and has been accompanied by fewer specula- 
tive or artificial influences than the two preceding phases 
of advance since March, 1933. 

On this reasoning, together with continued support from 
the credit factors, we would not expect more than normal 
intermediate decline in the stock market and would regard 
such decline as presenting opportunities for attractive pur- 
chase of well situated stocks, such as are analyzed from time 
to time on subsequent pages of this publication. Having 
stated above that we are endeavoring to maintain an open 
mind on the early outlook, we cannot attempt to guess 
whether early summer or mid-summer will afford a logical 
period for selective accumulation, but whatever the time, 
it would seem that mid-May is not too early to begin turn- 
ing over the possibilities in one’s mind. 





Earning Power Paramount 


If the stock market has taught any one lesson during 
the past eighteen months it is that the best speculative op- 
portunities very likely will continue to be found through 
resort to the simplest of investment formulas—earning 
power and yield, but earning power above all. On _ this 
basis, the industrial group by far has the edge, as has been 
strikingly emphasized by generally excellent first quarter 
earnings reports in marked contrast with further decline in 
aggregate railroad earnings and a somewhat drab list of 
public utility reports. 





In many lines of industry, notably those connected with 
automobiles, farm implements and household equipment, 
activity thus far into the second quarter and the pros- 
pect for the rest of the quarter combine to suggest that 
second quarter earnings in the aggregate will compare 


favorably with those of the first quarter. We would rea- 
son that this has been substantially discounted in the stock 
market, which will soon be looking ahead to prospects for 
the third quarter—now subject to considerable doubt—but 
that, like the credit factors, it can very conceivably tend 
to cushion summer reaction in the best industrial shares. 


Business Recession 


Meanwhile industrial production in the aggregate al- 
ready appears to have started its expected recession, though 
at a gratifyingly moderate pace. Steel operations have 
slipped a trifle in the latest week. If the stock market has 
not entirely lost its forecasting abilities, the steel stocks for 
several weeks have been saying that the next significant 
change in the operating rate will be downward. The mo- 
tor shares—with the exception of Chrysler’s response to a 
surprisingly good first quarter earnings statement—have 
been making the same forecast as to the automobile pro- 
duction outlook, despite the absence of current indications 
of a significant letdown. Considering the big part they 
have played in the business activity of 1935 to date, sea- 
sonal recession in motors and steel, together with farm 
equipment, can make quite a dent in the business indexes 
and probably will. 

The textile outlook, except in woolens, appears no bet- 
ter but is, as usual, 
gradually correcting it- 





The utilities con- 
tinue to await final dis- 
position of the Wheel- 
er-Rayburn bill, which, 
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the preferred stocks of 
sound operating utili- 
ties and, for that mat- 
ter, to the senior issues 
of some of the best situ- 
ated holding companies. 
For the general run of 
speculative utility 
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scene, both indexes 
having declined for the 
latest week. Each has 
tended to lose value in 
the composite business 
indexes, however, be- 
cause of the diversion 











equities it is open to 


of traffic from the rails 








doubt in our mind 
whether disposal of 
the pending bill will add materially to their attraction. 
As for the railroads, each month’s operating reports tell 
a continued story of revenues running a losing race, in the 
aggregate, with very substantially increased costs of supplies 
and wages. The recent drab market performance of the rails 
quite plainly reflects a conviction that Federal regulation of 
competing forms of transport, even if adopted, cannot 
change the picture overnight. Neither can a favorable Su- 
preme Court decision on the pension case—still delayed at 
this writing—be of more than incidental, though worth 
while, help. 
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in the one instance and 
because of the greatly 
increased use of domestic electric appliances, notably re- 
frigerators, in the second instance. 

The commodity markets, both spot and futures, give a 
composite picture curiously similar to that of the stock 
market, the four weeks of recovery from the March lows 
having been followed by three weeks of horizontal drift in 
which the net change has been a very slight reaction. 

It is worth noting, as something probably more than 
coincidence, that the March-April rally in speculative com- 
modities was accompanied by a rally in. the sterling-dollar 

(Please turn to page 102) 
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Business outlook gets better and better, as Washing- 
ton sees it. It agrees with the President’s assertion in his 
radio address that never since his inauguration has he 
“felt so unmistakably the atmosphere of recovery.” Na- 
tional Association of Manufacturers upped optimism with 
its assertion that the business outlook indicates that “the 
country is closer to breaking the back of the depression 
than at any time since the forces of recovery began work- 
ing through the world in 1932.” There is no worry here 
about the next three months—in fact, they are expected to 
be better than normal for the season—but great things 
are expected of the last half of the year. 


Work-Relief program will not help much in fact 
for many months, but discounting its later contribution 
makes for optimism. Feeling is that this huge spending 
effort will chime in with a natural impetus toward business 
revival. P W A was out of tune with the N R A drive, 
but a lot of its long delayed enterprises are now swinging 
into action. Feeling is that by reason of synchronization 
of shots in the arm with convalescence the patient will 
derive more benefit from the shots than their actual 
potency would suggest. 


Some disappointment is bound, at best, to attend 
the development of the work-relief drive. The country 
should understand that it was not planned well in advance 
and will be throughout a sort of guerilla affair. It will not 
come through on time. The alleged plans on big indi- 
vidual projects are little more than reconnaissances. Ex- 
perience shows that the working out of plans takes at 
least eight months on the big projects. That is why we are 
only now feeling some favorable effects in employment and 
capital goods stimulation from previous P W A projects. 
There is no big executive in charge. Walker, Tugwell, 
Hopkins, Ickes, Cooke stir no enthusiasm. Think of them 
for handling $4,000,000,000 of public works—and the coun- 
try abounding with great engineers and executives. 
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Harry Hopkins 





Frank C. Walker 





Happening in Washington 


By E. K. T. 


Money will be frittered away in a helter skelter, 
fire-at-will fashion, and there will be the same old 
confusion and collision until the end. Petty job politics 
will be freely mixed in, as in everything else this 
Administration has done in the direction of recovery 
and relief. But after all the $4,000,000,000 will be 
spent, that is certain. 


The President was on the defensive in his radio talk. 
There was no sign in it of lighting a fire under Congress. 
The time for pounding Congress has gone by. His best 
chance of getting what he wants is to advise rather 
than to command. Little by little Congress is asserting 
itself. This assertion does not necessarily mean defeat 
for the President, for Congress may for reasons of convic- 
tion, policy or politics want to go along with him. But 
in cases where it differs profoundly, as on N R A, it is 
likely to dig in and balk. 


Congressmen have heard from their constituents, 
and N R A is emotionally out with them, regardless of 
the President, and a bunch of Senators told him so. 

NRA will be extended but only as the preferred 
method of extinguishing it, gradual dissolution being 
considered better for the country than quick death 
June 16. Notice, too, that disgruntled Democratic 
Senators want the obsequies completed before the cam- 
paign of 1936 breaks. It is my prediction that the 
President will not put up much of a fight against the 
tide, but he will get more than the Senators wish to 
give, with the help of gag rule in the House. 


Business sentiment is changing its attitude toward 
the President along with Congress. A year ago the Cham- 
ber of Commerce of the United States re-elected a pro- 
New-Deal president not as a matter of approval but as 
one of expedient policy. At its recent meeting it was 
all for an out-and-out fight against the pet Presidential 
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policies. No doubt this is largely the courage of rising 
recovery; it shows that business is beginning to believe 
that the emergency is over and hence, too, the follow-the- 
leader slogan of more difficult times. An unfortunate 
sequence of this “reactionary” policy, however, is the 
possibility that it will veer the President strongly toward 
the left, just when the stage was being set for more 
emphasis on recovery than on reform. Presidential resent- 
ment was promptly shown, and realistic Farley opined that 
there are more votes to the left than to the right. 


Fate of the banking bill was thereby settled. The 
President will use every ounce of his strength to drive it 
through, and through it will go with Title II intact. 


Credit inflation is thus assured. Interest rates will 
continue to be forced down, and the President need not 
worry over the financing of his program. Besides, if 
recovery continues, the President will triumphantly an- 
nounce the inauguration of renewed budget balancing next 
January. The stage will then thus be set for “confidence 
inflation” to take—and by 
election time it is expected 











devoted country is fated to have another setback ne 
year, the issue will be ready made and the leader wits 
emerge. Otherwise the New Deal revolution will last 
through a second term. American revolutions are usu- 
ally good for two presidential terms. Jefferson, Jack- 
son, Lincoln and Wilson on the left; Grant, McKinley, 
Harding-Coolidge-Hoover on the right. 


Further devaluation of the dollar is definitely out 
except as it may be forced by the conditions of regaining 
international monetary stabilization. Word from London 
is that Britain is getting ready for stabilization—wants it, 
but insists on a $4.50 pound and reduction of American 
tariffs. Japan, sweeping on to greater and greater trade 
conquests on a 29-cent yen, may be the stumbling block. 
Adjustment may be mixed up with bimetallism. 

President is expected next to jump the price of 

domestic silver to $1.29, revaluate the silver dollar at 

16 to 1 with the devaluated gold dollar and quit buying 

foreign silver... . Don’t know when, but it may be a 

handy move in the legislative game before Congress 

adjourns. Imagine silver 
at $2.18 an ounce! 





that business will be going 
strong. 

Afterwards we shall see 
whether the new Federal 
Reserve organization will 
run in reverse as well as 
forward, which Mr. Eccles left. 
says it will. “Controlled 
inflation.” But business 
MUST be good next year, 
whatever may betide later. 
Best slant to take now is 
that it will be good. Plan 
to be ready to start with 
the gun, but have your 
brakes in good order. 


For the immediate fu- 
ture, be prepared for a terri- 
fic and disconcerting mess in 
Congress about June 1. A 
tremendous legislative jam will 
then be in evidence. But the 
June heat of Washington will 
melt it fast. Congress is 
tired, confused, listless, and 
getting stubborn. Best bet 
now is that in sweat and mad- 
ness: 


development. 


dental thereto. 


June 25. 


Washington Sees— oie 


Silver quickly jumped to $1.29. 
Chamber of Commerce switching President to 


Lack of planning in work relief program. 
But probability that it will pep up recovery. 


No solution of unemployment unless business lar. 
takes up as work-relief unfolds. 


Inflation as means of insuring business spurt. 
N R A in coma—and then dissolution. 
Congress as leadable but undrivable. 
International currency stabilization a near 


No further gold devaluation except as inci- 


No significant third party in 1936. 
Republicans still demoralized. 

No serious labor difficulties. 

Congress to adjourn in sweat and row about 


Political strategists feel 
would be a master 
move for the President to get 
the credit for taking the ini- 
tiative in international stabi- 
lization. He made friends on 
the left when he kicked over 
the international conference 
and finally cheapened the dol- 
He would make friends 
on the right by becoming the 
hero of a new era of stability. 
This drama will probably be 
saved up to a more needful 
moment for White House fire- 
works than the present, what 
with the $4,000,000,000 red 
fire burning merrily. 


Despite Chevrolet 
strikes opinion in Washing- 
ton is that there will be no 
serious labor rows. The A F L 
shrinks from a big battle just 
when it is moving heaven and 
earth to get the Wagner bill 
through Congress, the <Ad- 
ministration dreads the reper- 





cussions of extensive labor dis- 





All-cash bonus bill will 
pass (maybe over veto), also 
modified utilities bill, Eastman truck and bus bill, double- 
barreled social security bill, pure food and drug bill. 

There will be no social justice taxation measure, air 
mail and ship subsidy proposals are dubious, also the 
A A A amendments. Congress will quit about June 25. 


Washington is convinced—perhaps the wish is father 
to the thought—that Huey Long and Father Coughlin are 
fading out. There will be no important third party in 
the field next year. Another term of Franklin D. Roose- 
velt is indicated unless destiny upsets the recovery apple 
cart. Nothing significant is expected to come out of the 
current Republican regional rehabilitation conferences. 

It will take a man and an issue to beat Roosevelt. 
The man is not in sight and no issue that has yet been 
unearthed will prevail against good times. But if this 
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orders on its drive for recov- 
ery, and shrinks from a crisis which might compel it to take 
a stand which would offend the right or the left groups at 
this critical moment in the evolution of public opinion as 
to its achievements. 


Colored as they may be, it is interesting to scan re- 
ports reaching employers organizations to the effect that 
the company, or shop, union idea is gaining ground among 
the conservative workers. The trouble with the national 
union in their minds is that to keep up its membership it 
must always be agitating and pressing for more and more 
concessions. Gratitude for past victories does not pay 
union dues—only the hope of future victories does that. 


Employers, recently here in mobs, say that if the Wag- 
(Please turn to page 103) 
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What First-Quarter Statements 
Show for Leading Companies 


General Improvement Notable in 


Majority of Earnings Reported 


By Staniey Devin 


XAMINING the reported earnings 

of leading industrial organizations 

for the first quarter of this year, 
one gathers the impression that business 
was much better than public sentiment. 
Particularly in the last six weeks of the 
initial quarter, optimism was conspicuous 
by its absence. Whether or not collec- 
tive sentiment at that time was influenced 
by apparent conditions close at hand or 
what appeared to be a more discouraging FIRST 





prospect for the months ahead, the fact Poa 
remains that 1935 made an auspicious O47 

start with many companies making dis- MILLION 
tinct progress in the direction of recovery. DOLLARS 


The aggregate net earnings of 134 com- 
panies, which had issued quarterly reports 
up to the time of this writing, were about 
20 per cent better than in the first three 
months of 1934. For not a few com- 
panies the first quarter of 1935 was the 











a gain of 47 per cent over the first quarter 
of 1934, enjoyed one of its most active 
periods since 1929. Not so the individual 
automobile companies. While the sharp 
increase in the demand for new cars 
brought increased sales to virtually all 
companies, the three dominant com- 
panies—Ford, Chrysler and General Mo- 
tors have increased their percentage of 


FIRST 
QUARTER the total to an even greater extent than 
1935 in the past two years. 

113.3 For the investor, therefore, to know 
MILLION 5 
DOLLARS that business as a whole is better or that 


a particular industry is doing better is 
not enough. The individual company in 
which his funds have been invested may 
be measured by the yardstick of general 
business conditions, but in the final 
analysis, if it is not doing as well, or 
better than the average, trouble may 


lie ahead. 











best since 1930. A handful were even 
successful in surpassing 1929 results. 
Other companies while still operating “in the red” were 
able to effect a material reduction in deficits. 

General business activity, as measured by the C. G. 
Wyckoff Barometer of Business Trends was moderately 
better in the first three months of this year and the ability 
of many companies to keep pace or improve upon the 
general experience is, of course, gratifying. More note- 
worthy, however, is the experience of these companies in 
the face of the restrictions imposed by higher labor and 
material costs and increased taxes. 

Of course, this was not universally true and some organ- 
izations have found them more onerous than skillful man- 
agement could cope with, consequently these companies 
enlarged their volume of business only to find that profits 
had been whittled down by the proportionately greater 
increase in the cost of doing business. Other companies 
were burdened with the added expense which is always 
attendant upon labor troubles. 

Thus it will be seen that while aggregate results in the 
first quarter have been gratifying, they have by no means 
been uniform, and this applies both to individual companies 
and industries. The significance of this condition from an 
investment standpoint cannot be emphasized too strongly. No 
better example can be drawn than that of the automobile 
industry. Automobile industry, with production showing 
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TOTAL OF NET EARNING 
FORI34 LEADING COMPANIES 


Easily one of the outstanding features 
of first quarter earnings this year was the 
greatly improved showing by companies in the heavy indus- 
tries. Many manufacturers of machinery, electrical equip- 
ment and building materials reported larger sales and 
earnings. 


* 
Orders Gain for Westinghouse and General Electric 


Six electrical equipment companies reporting for the 
first quarter showed an aggregate net gain in profits of 
nearly 325 per cent. General Electric booked the largest 
volume of business for any similar period since 1931, new 
orders gaining $11,000,000 over the first quarter of 1934 
and falling just short of $50,000,000. The company’s net 
income in the first three months totaled $5,390,000 as com- 
pared with $4,565,000 in 1934. Westinghouse Electric 
had the best first quarter since 1930; bookings were 50 per 
cent ahead of last year; and sales billed were the highest 
since the third quarter of 1931. The company’s net profit 
of $2,326,496 compared with a loss of $1,776,152 in the 
March quarter of 1934. Allis‘Chalmers showed a net loss 
of but slightly more than $22,000 as compared with a loss 
of $677,153 in the first quarter last vear. Orders booked 
and sales billed by Allis‘Chalmers both showed an appreci- 
able gain over last year. 
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Building Material Makers Improve 


Johns-‘Manville, one of the leading manufacturers of 
building supplies, operated at a profit in the initial quarter 
of the year for the first time since 1931. Sales increased 
practically 36 per cent over the same months of 1934 and 
despite an increase of 30 per cent in expenses, net profits 
of about $247,000 compared with a loss of $76,000 a year 
ago. Although no figures were made public it was off- 
cially stated that profits of National Lead, one of the fore- 
most producers of paint, were considerably ahead of last 
year in the opening months of 1935 and Minneapolis- 
Honeywell Regulator, a leading factor in the temperature- 
control field, whose business has been helped by increased 
adoption of oil burner heat and air conditioning, had a 
profit of $34,000 in the first quarter as contrasted with a 
loss of $21,425 last year. The ability of these companies, 
representative of the building industry, to show substan- 
tially better earnings this year in the face of a 36 per cent 
decline in all construction is doubtless due to the gain of 
23 per cent in residéntial building in the first three months. 
In the aggregate eight companies manufacturing building 
materials showed a gain of over more than 100 per cent 
in net profits this year. 


Chrysler Outshines General Motors 


Sharing the limelight of significant importance with this 
group of companies, was the brilliant performance of the 
automobile industry. Even granting the heavy concentration 
of sales and profits in General Motors and Chrysler (Ford 
does not issue reports) other companies at least were able 
to reduce deficits. General Motors’ unit sales in the first 
quarter were 22.8 per cent ahead of the 1934 quarter, 
while dollar sales gained 20.1 per cent. Due to rising costs, 
however, the gain in profits was restricted to 7.5 per cent. 
Nevertheless, profits were the best for any quarter since 
1930 and on 43,000,000 shares of common stock the com- 
pany earned 68 cents a share as compared with 63 cents in 
the first quarter of 1934. 

General Motors’ good report, however, was all but over- 
shadowed by that of Chrysler Corp. With both its unit 
and dollar volume of business at record levels for any three 
months’ period in its history, Chrysler’s net profit showed 
an increase of 177 per cent over the first quarter of last 
year, on an increase of 57 per cent in dollar sales, and 
were within 4 per cent of its total earnings for the full 1934 
year. Applied to 4,346,000 shares of capital stock, net 
income was equal to $2.12 a share. 

Hudson Motor, for the first time since 1931, operated 
at a profit in the first quarter this year, earning $235,610 
before taxes, as compared with a loss of $802,845 in the 
same months of 1934. Nash, on the other hand, had a 
loss of $406,000 in its February quarter, while the loss 
last year was only $124,000. The company has been under 
heavy expense in connection with the introduction of new 
models. Price cuts also depleted earnings. Although fig- 
ures are not available, the expense of new models has 
undoubtedly restricted the earnings of Packard. 


* 


Accessory Manufacturers’ Profits Up 


Due to their general freedom from dependence upon any 
single manufacturer as well as their wider diversity of prod- 
ucts, automotive accessory companies displayed a greater 
uniformity of earnings gains. Borg-Warner Corp. earned 
more in the first quarter this year than in any three-month 
period since 1929. Net income this year was almost 60 
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per cent larger than in the first three months of 1934 and 
earnings of $1.15 a share on the common stock compared 
with 70 cents a year ago, more than double dividends paid. 
Stewart Warner turned in the best quarterly report since 
the second quarter of 1930, reflecting not only the greater 
demand from the automobile industry, but improved results 
in its radio and refrigerator divisions as well. On its capt 
tal stock, the company earned 40 cents a share, as against 
13 cents in the March quarter of the previous year. 

The improvement in the earnings of Bendix Aviation 
was more modest, as indicated by per-share results of 38 
cents in the first quarter this year as against 36 cents in 
1934. Profits for Motor Products Corp., on the other hand 
totalling $292,285 were equal to $1.49 a share on the 
company’s capital stock, comparing with 41 cents a share 
in the first three months last year. The showing of Hou- 
daille-Hershey was likewise impressive with profits rising to 
$903,000, or $1.01 a share for the B stock as against 
18 cents a share for the B stock in the initial three months 
of 1934. Bohn Aluminum, although doing a substantially 
enlarged volume of business, was hampered by increased 
production costs not fully reflected in selling prices with 
the result that the company was unable to improve on last 
year's first quarter. Profits available to stockholders were 
equal to $1.57 a share this year, 27 cents less than in the 
March quarter of 1934. 

Responding to the high level of automobile production, 
improved demand from equipment manufacturers and the 
sustained vigor of the tin container industry, steel produc- 
tion in the first quarter was 23 per cent ahead of 1934. As 
a result the steel industry as a whole was enabled to prac- 
tically break even. With the exception of the Masch, 
1934, quarter, this was the first time that the industry was 
sc favored since 1931. Because, however, of higher labor 
costs and an unequal distribution of the business as de- 
mands for various types of special steel shifted, profits of 
the leading steel companies show considerable variation. 


* * 
5 : 


U.S. Steel in the Black Again 


United States Steel reported an operating profit of nearly 
$12,500,000 in the first quarter, comparing with $6,579,- 
000 in the first quarter of last year, but after all deductions 
the company showed a loss of $2,173,801 as compared 
with a loss of nearly $7,000,000 last year. By contrast 
with the last quarter of 1934, the operating profit in the 
first three months this year represented a gain of 230 per 
cent, while the gain in shipments of finished goods was only 
58 per cent. Bethlehem Steel, the second largest steel 
company, with the rate of operations practically on a par 
with last year, showed an increase of $448,700 in operating 
profits and after deductions the net loss in the first quarter 
this year totaled $607,298, comparing with a loss of $902,- 
044, last year. Although failing to fulfill expectations, the 
company’s showing in the face of the larger outlays for 
wages may be regarded as fairly satisfactory. 


Republic and National Steel Up 


Republic Steel, for the first time since the present com- 
pany was formed in 1930, not only earned preferred divi- 
dends in the first quarter, but showed a good balance for 
the common stock. The net profit this year of $1,834,235, 
compared with a loss of more than $1,200,000 in the clos- 
ing quarter of 1934, and a deficit of $58,682 in the first 
three months of 1934. Operations of the National Steel 
Corp., which have been consistently profitable throughout 
the depression, produced a profit in the first quarter this 
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year of $3,367,632, equal to 
$1.56 a share on the capital stock, 
as against 76 cents a share earned 
a year ago. This is the best 
showing to be made by National 
Steel since the company started 
publishing quarterly reports in 
1931. Not to be outdone, how- 
ever, Inland Steel earned nearly 
$2,500,000, or $2.05 on its capi- 
tal stock in the opening quarter. 
In the comparable period last 
year, the company earned $1,- 
104,537—92 cents a share. In- 
got production rate for Inland 
averaged around 70 per cent of 
capacity throughout the current 
first quarter and not only did the 
company participate heavily in 
the activity in the automobile in- 
dustry, but operations felt the im- 
pulse of substantially increased 
sales of agricultural machinery 
and implements. 

Incidentally, although the lead- 
ing manufacturers have not is- 
sued reports, the current year 
promises to witness considerable 
improvement in the agricultural 
machinery industry. This is indi- 
cated by the favorable reports of 
sales and inquiries. Leading 
makers of farm machinery and 
implements include International 














First Quarter Earnings of 
Leading Companies 
On a Per-Share Basis 


General Electric........ 
Westinghouse Electric... 
Allis-C a 
Johns-Manville......... 
General Motors......... 
Se eee 
Borg-Warner...... 

Stewart Warner. ; 
Bendix Aviation......... 
Motor Products... : 
Houdaille-Hershey “B”, 





Republic Steel.......... 
National Steel. ......... 
Inland Steel............ 
Caterpillar Tractor...... 
General Foods.......... 
tandard Brands. 
National Biscuit....... 
Loose-Wiles.. esas 
Corn Products Ref... bekesa 
Penick & Ford.. or 
Beechnut Packing. . 
American Chicle........ 
NER oso hws. 2.» 6 
Du ont RS ee ee 
Mathieson Alkali........ 
Union Carbide.......... 
Air Reduction .. 
Commercial Solvents .. 
Atlantic Refining .. . 
Phillips Petroleum...... 
Union Oil of Cal. 
Tide Water Associated. . 
National Distillers...... . 
Schenley Distillers...... 
Commercial Credit...... 
Underwood Elliott Fisher 
Gillette Safety Razor... . 
Industrial Rayon........ 
Amer. Tel. & Tel........ 
Western Union......... 


d—Deficit. 





Harvester, J. I. Case and Deere 











& Co. Not only is this group an 


less than was reported for the 
corresponding period of 1934, 
Apparently Standard Brands jis 
having trouble raising prices to 
| offset increased costs of labor and 
materials. The same reason is 
1935 1934 | behind National Biscuit’s poor 
4 PS showing this year, although this 
0.02 60.51 company had in addition to con- 
eas we tend with a serious strike, now 
eo em fortunately settled. Earnings for 
0. 0.18 | the first quarter this year were 
cas Hey hardly better than half (22 cents 
4 = a share) the 42 cents reported 
0.97 41.53 for the March quarter of 1934. 
Saas HH | At this rate, despite a strong 
= cas financial and trade position, there 
0.58 0.48 | seems some doubt as to the main- 
0.22 0133 tenance of the regular $2 annual 
4 Hp | dividend. Probably, in the main, 
0.0 0.74 because its labor troubles were 
0.93 0.87 not those of National Biscuit, 
oa -H4 Loose-Wiles’ earnings for the 
0.88 4 | first quarter this year were 58 
0.59 0.48 cents a share, or only 9 cents a 
eo a as | share less than was reported for 
4 4 | the corresponding period of 
0.31 0.11 1934. 
co red | Earnings of those engaged in 
-— 4 | the corn refining industry were 
1.01 0.99 | somewhat lower this year than 
eo . a last. Corn Products reported for 
e+ 44 | the March quarter, 1935, the 
, | equivalent of 67 cents a common 
share, compared with 74 cents 
last year. Penick & Ford’s earn 





important industry in its own 
right, but it is also an important consumer of iron and steel. 


* * *k 


Caterpillar Tractor 


Caterpillar Tractor, while primarily a manufacturer of 
industrial tractors and Diesel engines, has been able to 
increase substantially its sales in agricultural districts. In 
the first quarter this year, the company’s sales increased 
more than $2,000,000 and net profit amounted to $1,084,- 
776, as against $787,477 last year and equal to 58 cents 
and 42 cents a share, respectively, on its capital stock. 


* *k *k 
Food Companies Earnings Less 


In contrast to the generally favorable showing made by 
the heavy and consumer capital goods industries, some of 
the lighter and miscellaneous industries have fared less 
well. Many of the food companies, for example, reported 
smaller profits for the first three months of 1934 than for 
the first quarter of last year. General Foods was among 
these, with earnings equivalent to 64 cents a share this 
year against 70 cents a share in 1934. The president of 
the company, however, accounts for this by saying that 
last year customers over-bought and that consequently there 
was a loss of business in the second quarter. If he is right, 
and other things being equal, General Foods should report 
for the current quarter earnings considerably greater than 
the 42 cents a share shown for the June quarter last year. 

Nevertheless, General Foods did relatively better than its 
cousin, Standard Brands. The latter’s earnings for the 


first quarter of this year were only 22 cents, or 11 cents 


64 





ings were off a few thousand dol- 
lars but, because of the fewer number of shares outstanding, 
per share earnings this year were 73 cents against 71 cents 
last year. The adverse factor in the corn refining situation 
seems to be competition from the increasing importations of 
tapioca and sago products which come in duty free and 
pay no processing taxes. 


Beech-Nut the Exception 


Certain food companies, however, were exceptions to 
the general rule of lower earnings this year. Beech-Nut 
Packing reported a profit of $472,672 for the first three 
months of 1935 after all charges, but before Federal taxes, 
compared with $407,405 last year. Beech-Nut’s line, of 
course, cannot be compared directly with the other food 
companies that have been discussed, being largely confec- 
tions, of which chewing gum possibly is the most important 
division. Talking about chewing gum, American Chicle 
has got away to a fine start this year with earnings in the 
first quarter of $614,000, against $439,680 last year. On 
a per share basis, the results were $1.38 and $0.99, respec 
tively. Wrigley, on the other hand, appears to have lost 
a little ground this year with earnings in the first quarter 
equivalent to 91 cents a share, compared with 96 cents 
last year. 


Mixed Trend in Chemicals 


The start made by the chemical industry this year has 
not been uniform. DuPont reported for the first three 
(Please turn to page 100) 
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Will Silver Crisis Bring World 


onetary Stabilization? 


The Silver Muddle and What It May Mean 
to Our Gold Policy, Our Money, Our 
Foreign Trade and the World at Large 


By Jonn C. Cresswiti 


THEN the “willful group” 
of silver Senators horn- 
swoggled Congress and 

the President into giving silver 
prices a shot in the arm they fired 
a shot that was felt throughout 
the world. 

Because of that “shot” China is 
plunged into a monetary famine, 
commercial depression and finan- 
cial panic and is prompted to a 
boycott of American goods and to 
reconciliation with Japan. Mexico 
being a leading producer of silver 
is stirred into a boom but with an 
acute lack of currency, silver coin- 
age in all parts of the world is 
threatened with scarcity, all the 
bourses are jumpy with a frantic 
silver speculation, every foreign 
owner of silver has been enriched. 
At home a handful of silver miners 
have been benefited to an extent 
which though great in itself has 
not created even a bubble on the 
surface of our national economy— 
although the silver policy is charged 
with potentialities of extensive monetary inflation and 
already has “cost” the Treasury over $200,000,000. 

Beyond the immediate localized good effects, some silver 
enthusiasts vision the early realization of international 
monetary stabilization on a gold (sic) basis and the defeat of 
a deep, dark British scheme to keep the world enslaved to 
the cunningly controlled British pound. Above all, they 
see silver boosted and permanently established at $1.29 the 
world around. Out of Tonopah, Virginia City, Butte and 
sundry ghost cities of silver mining days of glory has come 
a child of domestic politics which has grown to such stature 
in two years that it at once either awes or delights al! 
nations and races. 


The Silver Enfant Terrible 


The precocious growth of the enfant terrible was not re- 
alized by the American public until the President's order of 
April 10 increasing the price of newly mined domestic 
silver to a trifle more than 71 cents. This price boost, it 
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Silver is a storage for wealth in India 


was perceived, was made necessary 
by the fact that the Government's 
buying of foreign silver had pushed 
the price up to such a point that 
it would soon have been in the 
anomalous position of paying more 
for foreign than for American sil- 
ver. The mounting wails of China 
had not impressed the American 
public, but the speculative furore 
caused by the Government-com- 
pelled policy of increasing the price 
of what it must buy, and the sud- 
den currency famine in Mexico, 
instantly focused attention on the 
spectacular results of “doing some- 
thing” for one of the most insigni- 
ficant of American industries. 

All at once the public became 
keenly interested in the hitherto 
ignored silver policy and began to 
ask: What is it? What is its 
objective? How energetically are 
we pursuing it? How does it affect 
the average man in the street? 
What is its effect on China, on 
other countries, on gold and the 
everlasting international monetary problem? 

The expressed purpose of the Silver Purchase Act of 
June, 1934, is to “improve the monetary system of the 
United States.” It is explicitly so expressed in the Presi- 
dent’s message preceding the Act, and it is so formally de- 
clared in the Act itself. But the real animating purpose of 
the measure was to raise the price of silver to $1.29 an 
ounce and inflate the currency—to enrich the people of the 
silver deserts and trim the thrifty of all parts. 





Manufacturing Useless Money 


The avowed basic policy of the Act is to make silver a part 
of the country’s metallic monetary reserves to the extent of 
one-fourth. This objective was defended in some nebulous 
Borahic and Warrenian way as having a tendency to de- 
preciate money and raise price levels—and overthrow the 
alleged strangle hold of gold on prices. 

Even before the law was enacted the inflation and silver 
crowd in Congress had become so powerful that the Trea- 





65 




















sury had sought to placate 
them by liberal buying of 
silver. This taste of blood 
served only, as always, to 
make the silverites avid 
for more easy money. The 
chain of events which has 
put the white metal in the 
spot light began with the 
Thomas amendment in the 
hectic spring of 1933. It 





was helped by the London apenas Piraeus ko RE bis Omuaals 
Economic Conference of United States............... 


1933, where Senator Pitt- 
man put over an interna- | 
tional silver policy agree- | 
ment with the bland pur- 
pose — now forgotten — of 


“stabilizing” the price of LO RS een ern eee 
silver. In December, 1933, WOOBRSIN So n.acs aries sees 
the pestered President | MRENIOD 5. cuscsicanees>sas 
threw the silver crowd a DOMMES. ts ccussees cece 


rich sop in a proclamation | 


The Metals of Money 


Silver production since 1492.... 
Gold production since 1492..... 
Maximum production of silver (1929)............. 
Present production of silver about 
Maximum production of gold (1933) 


Leading silver producing countries (1932) 


MIMIGOG BERGOS 5 oc ce ccescses 


exportation of silver—quite 

naturally, as such exporta- 

tion is taking the till and 

deposit money out of the 

epee country, much to the em 

Se ee 15,660,799,526 barrassment of business and 

tia uNach cok’ = the promotion of depres 

cadena edad sion and panic. But em- 

- aint prone tet bargo or no embargo, the 

a a ate _— bankers and speculators of 

Shanghai, legitimate or 

Ce eer 69,303,054 bootleg, have cashed in 

isesat exacts: 23,831,642 with Mr. Morgenthau, 

ee 16,086,588 through direct and specu 

lative channels no less than 
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(under authority conferred 
by the “Thomas Amend- 
ment”), that the Treasury would purchase all freshly mined 
American silver at 64.6 cents per ounce, or about 50 per 
cent more than it was then bringing in the open market. 
By May, 1934, the Treasury’s silver holdings had been 
thereby brought up to 62,500,000 ounces. Since then, with 
the new act in force directing the purchase of foreign sil- 
ver at any price necessary to lift it to $1.29 an ounce or to 
bring the silver holdings up to one quarter of the gold hold- 
ings, 395,000,000 more ounces were acquired (up to March 
29), 

This acquisition of silver at the rate of 500,000,000 ounces 
a year was certainly fulfilling the promise of the President 
and the Secretary of the Treasury to the silverites to follow 
the purchase policy “enthusiastically.” But we are still a 
long way from having one-fourth as much silver as gold in 
the Treasury. Even more enthusiasm will be required to 
attain the objective, because silver stores are now in a stern 
chase after gold. While we have been buying silver, gold 
has poured into the Treasury to the amount of about $700,- 
000,000, thus raising the silver quota. At the end of Feb- 
ruary the gold stock was $8,526,000,000, which called for 
a total of $2,842,000,000 in silver with only $1,445,000,- 
000 on hand. As of March 29 we still had to buy 1,113,- 
000,000 ounces of silver; or about six times the entire world 
output of silver in 1934, with the limit getting higher and 
higher as gold flows in, and the price, of course, being boot- 
strapped up all the time. On the present relation of silver 
to gold we shall have to buy 2!/2 times as much silver as we 
purchased in the good old days of doing something for sil- 
ver under the Bland-Allison and Sherman acts in the course 
of fifteen years. 


Giving the World a Silver Panic 


Where is all this silver to come from? The entire stock 
of silver in the world is estimated at 12,000,000,000 
ounces. Under the Pittman agreement, Spain may sell only 
a small amount. India is limited to sales from its treasury 
of not more than 35,000,000 ounces a year; and that is our 
own doing—compelling the Indian Government to hold 
back what we are now eager to get anywhere in the wide 
world. (Loud laughter.) The people of India have in 
their hoards and in circulation some 4,000,000,000 ounces. 
Chinese people have 2,500,000,000 ounces, but the 


“busted” Government has none, and has embargoed the 
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will take more than the 
present price to drag much 
silver out of its caches in jewelry and bullion. Moreover, 
silver has a premium price in India because of the import 
duty imposed upon it. China hoards and esteems silver in 
much the same way as India, and it will take high prices 
and a long time to tap the stored silver of the remote interior. 

All the silver mines of the world produce only 185,000, 
000 ounces of silver a year. Almost all silver is produced 
as a by-product of some other metal mining—now de- 
pressed. It will be a long and slow process, therefore, to 
increase greatly the present rate of production. It is obvious 
that if we are to continue to buy silver “enthusiastically” 
the price will have to be hoisted and hoisted rapidly. It is 
$1.29 an ounce eventually; so why not now for domestic 
silver—and give the home-town boys a big killing ahead of 
the foreigners? 

It is not unlikely that that will be done. We shall then have 
de facto bi-metallism at 27 to 1 because silver and gold will 
be stabilized in relation to each other. Then will come 
new valuation of silver at 16 to 1 with the new gold dollar 
or $2.18 an ounce. 

Let us consider the consequences, mostly untoward, of 
this unparalleled undertaking of a government to buy what 
it has no more use for than so much copper, already having 
more gold bullion value behind its money than the total 
face value of all the money in and out of sight, from ocean 
tc ocean to ocean and from treasury vaults to illicit hoards. 

Hastily skipping the depressing effects of overproduction 
of copper, lead, zinc and other metals in order to get the 
associated silver, take the already sad case of China. 


How We Helped China 


The boomerang that high silver has been to China is so 
obvious that the altruistic silver statesmen who long to do 
something for that deserving silver country—the only silver 
standard country in the world worth mentioning—are now 
cynically saying that our monetary policy is a purely domes: 
tic affair, let its blows fall where they may. 

All the reports and records demonstrate that our silver 
purchases are draining China’s stock of currency, have 
smashed prices, caused bank failures, checked exports 
and wrought an all around crisis; a crisis which will 
likely result in the permanent abandonment of the silver 
standard and that has invited a boycott on the goods 
of the “American devils” who kicked over the economy of 
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400,000,000 people to benefit a few hundred thousands of 
their own kind. 

It may be quite true that China is suffering in a degree 
from a belated infection of the world depression, which was 
saved off so long as silver and commodity prices were 
simultaneously declining, but we certainly tripled the hard 
times dose when we rocketed silver whilst other prices were 
dowly crawling upward. Nothing can now prevent devas- 
tation in China. It is de facto off the silver standard and 
seems inevitably to be headed for inflation. 


Vain Quest of an Alibi 


The conscience-stricken silverites are putting up a de- 
lusive argument that Chinese speculation in American com- 
modities and stocks was responsible for the troubles of the 
Celestial empire, because it and not Mr. Morgenthau 
scooped the silver out of that country. There isn’t a re- 
corded trace of such speculation. The speculator’s explana- 
tion is nothing but defensive hooey for the silver blunder. 
Although it has been stamped as British propaganda, Sir 
Victor Sassoon is quite right in blaming us for China’s 
woes. 

The real 14-carat British propaganda (silvered misin- 
formation) which has been broadcast in this country came 
from that famous Dutch Briton, Sir Henri Deterding. He 
valiantly backed up—in personal appearance and writings 
—our silverphiles in their now forgotten philosophy of 
helping John Chinaman by 





handful of politicians and the wild ideas of a few 
monetary theorists. The surprising thing is that they should 
not be egging us on to the further ruin of our interests in 
China instead of so vociferously telling us the facts over 
and over again. But probably the unique situation in 
Shanghai, that center of international finance and business, 
is what causes them to howl so loudly in the interests of 
monetary sanity against a sham policy of restoring silver to 
its “rightful place in the world” which has resulted in its 
losing the only monetary standing it had. Shanghai has been 
sucked of its silver by speculators at the same time that an 
adverse balance of trade demanded shipment of silver to the 
provinces. They may also be prompted to complain be- 
cause with the silver standard torpedoed by us China may 
have to get a foreign loan to bolster up a managed currency 
program—and it’s dollars to dimes that Japan will handle 
that loan to our exclusion and probably to that of the other 
white nations. Silly silverism has eclipsed our stake in 
China and burnished Japan’s. 


Speaking of Propaganda 


Talking of propaganda, there seems to be something re- 
sembling that ancient and honorable activity emanating from 
the enclaves of silver itself. Publicists in London and 
Washington are filling the air with owlish intimations of 
something profoundly strategic and long pondered in a. 
policy which was actually an incident of the distress of silver 


politicians in league with the 
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stripped the country clean of 
all but stubbornly hoarded 
stores of silver—and it will take an economic earthquake 
to loosen them. These speculators didn’t buy many Ameri- 
can goods with their Chinese silver. On the contrary; the 
Chinese, having their exports curtailed by the silver rise, 
bought less. Wonderful is monetary policy in the hands of 
monomaniacs and practical politicians! 

It is not to be denied that the British and all other foreign 
interests bitterly dislike our silver policy. In fact, they 
say so in ways more emphatic than respectful. In the first 
place, as members of the human race, it offends their pride 
that any great nation should shape its policy and affect in- 
ternational affairs merely to suit the selfish interests of a 
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the price of silver rises to 
$1.29, even to $1, it is main- 
tained, the traditional conception of the bullion content of 
the rupee as being about half of its sterling value will be 
smashed, and the rupee will then run its own course up- 
wards; India’s export trade will vanish and its internal econ- 
omy disrupted—unless the gold value of sterling is raised. 

It goes without saying that the Indian government and 
the Indian people do not wish the rupee to appreciate. No 
nation wants its currency to rise in these parlous times. 
But it certainly does not follow that a higher rupee ratio 
will result from rising silver prices. Unlike China, India 
is not on the silver standard, and has not been since 1893. 

(Please turn to page 103) 
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q If Process Taxes Are Dropped, Farm Subsidy Ends 


q Without Subsidy There Can Be No Crop Restriction 


q Without Restriction Lower Prices Impend 


he Dilemma of A A 


By C. S. Burton 


HE situation developing about the Agricultural 

Adjustment Administration calls for the undivided 

attention and careful consideration of every thought- 
ful citizen, no matter how remote his affairs may seem to 
,be from any connection with agriculture. 

The A A A faces a dilemma, or it might even be more 
exact to say it is surrounded by dilemmas. At this time 
cotton is the item over which the battle rages. We say 
battle advisedly, for the A A A must win this present 
contest or suffer extinguishment. 

In the first place the A A A came into being to eliminate 
agricultural surpluses. There was more cotton than effec- 
tive purchasing power. Cotton became one of the earliest 
wards of the economic planners. 


Cotton in a Snazl 


Briefly, events ran about as follows: Commodity prices 
at the end of 1932 and the beginning of 1933 were below 
production cost. In cotton the carryover was equal to a 
year’s consumption and far too much of the American cot- 
ton was in our own country. Under an arrangement, vol- 
untary for the first year on the part of the farmer, 10,000,- 
000 acres of cotton were plowed under in the summer of 
1933. It became apparent that the cotton planter who did 
not come into the voluntary arrangement was going not 
only to profit, if the planners’ scheme worked, but he was 
going to expand just as much as possible and for the fol- 
lowing crop year the restriction was made compulsory. 

The payments made to the cotton farmer for the cotton 
he plowed under, or the land he was compelled to let lie 
idle as rented to the Administration, were derived from 
a “processing tax” of 4.2 cents a pound collected from the 
cotton mills, when and as the bale went into the breaker. 
This tax has been perhaps even too effective. From July 9, 
1933, to April 13, 1935, 21 months, processing taxes 
yielded nearly $800,000,000; $600,000,000 being about 
equally drawn from cotton, corn and hogs and wheat, and 
the balance from tobacco and miscellaneous products. 

Of course, the processing tax is a sales tax. It is planned 
that it shall be paid by the ultimate consumer. As matters 
stand, however, the buyers of cotton goods, while not on 
strike, have worked up a disconcerting amount of sales 
resistance. Textile mills were brought under an N R A 
code calling for shorter hours and higher wages. These 
factors, coupled with the 33 per cent increase in their raw 
material cost, due to the 4.2 cents tax, forced the price of 
textiles to where wholesalers and jobbers went to a hand- 
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to-‘mouth basis. Purchases of raw cotton were curtailed 
as the Administration moved to maintain the price by 
loaning 12 cents a pound to the grower, with the proviso 
that unless the cotton can be sold to pay the loan and the 
storage charges, the Government takes over the cotton at 
the end of next July. Cotton at 11 to 12 cents a pound 
plus a tax of 4.2 cents brings the cost to 15 or 16 cents. 
The world price for cotton is not much more than half 
this figure, so Japan can buy American cotton or other 
cheaper growths, make cheaper kinds of cotton goods and 
can and does undersell our own mills in our own markets. 


Opponents of AA A 


Who are the complainants marshaled against the A A A? 

The grower, who knows he must sell his cotton to the 
world, that he cannot grow cotton merely to borrow govern’ 
ment funds on it. 

The share cropper, who finds himself on relief, the acres 
which he tilled being thrown out of cultivation. There is 
an effort being made to correct this phase and to convert 
the share cropper into a landowner on long and easy terms, 
but it is slow, dificult and very costly. 

The share cropper’s (tenant farmer's) tragedy has been 
that of the benefit payments made, supposedly to be shared 
with him, it has been the rule to so manipulate acreage that 
no part of the payment ever reached his hands. His is, 
perhaps, the most inarticulate of outcries, and perhaps also 
the most easily justified and, however difficult, the most 
deserving of remedy. 

It must be added that Senator Smith of South Carolina, 
cotton’s most voluble spokesman in Congress, heatedly 
denies that the share cropper fails to get the share intended 
for him. 

The mill owner, who finds himself without an adequate 
market for his product and is forced to shut down and 
let his workers out. 

The mill worker, forced to apply for relief. 

Merchants of cotton, who heretofore moved the crop. 

Jobbers and wholesalers of textiles, and finally the great 
general public, the consumers. 

There is argument by pleaders for the A A A that the 
processing taxes mean only negligible additions of pennies 
to the prices of textiles, but such use of arithmetic does 
not satisfy the farmer, who sees the familiar marketing 
organization, which has always moved his crop, lie idle: 
nor the mill worker who has had to stand by and watch 
the mill in which he worked dismantled and crated up to 
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go to Brazil, as has happened in some cases. It is an 
astonishingly long list, that of the mills that have been 
forced to close—North and South. 

Germany for some time our best customer for raw cotton 
now gets its cotton from Brazil and undoubtedly Brazil 
can use German “interior” marks to better advantage than 
we can, for Germany has a long, long line of merchandise 
it can ship to Brazil. Brazil exported cotton amounted to 
23.4 millions of dollars in 1934 against only 125 thousand 
dollars in 1932. 

Cotton mill men, North and South, are demanding the 
abolition of the processing tax. The pages of the Con- 
gressional Record are filled with argument, figures and 
oratory to this end. 


The Other Horn 


The other horn of this dilemma is that, with the dropping 
of the processing tax, the A A A suffers immediate and 
complete extinguishment. Its whole postulate has been that 
it is self supporting. If, as has been suggested, the bene- 
fit payments to agriculture be drawn from general revenues, 
the opposition would be general and such payment, 
if continued in face of opposition, would inevitably drive 
the country head- 
long into inflation. 
It rather becomes 
apparent that the Ad- 
ministration will be 
forced to throw its 
weight behind the 
A A A and in spite 
of outcry from every- 


body interested in 
cotton maintain the 
status quo. To do 


this it will be neces- 
sary to go further 
and give still greater 
uncontrolled power to 


As to price outlook 
for cotton, there is no 
possible basis for any 
sound opinion. Such 
a large percentage of 
the cotton held has 
gone into the govern- 
ment loan that there 
is an abnormal spot 
position and the mills 
that continue to oper- 
ate are much in the 
air as to future pro- 
grams. 

March consumption 
of cotton was 481,135 
bales, against 544,870 
bales a year ago. For 
the 8 months, August 
to and including 
March, consumption 
was 3,634,027 bales, 
as compared with 
3,945,147 bales for the same period a year earlier. 

Our exports of cotton were for the first 8 months of 
this crop year 3,572,630 bales, against 6,098,011 bales a 
year earlier. These figures tell the story of the idleness 
of our Southern ports where usually cotton moves out 
into world trade. 
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The corn hog program is taken to be fairly well settled. 
Just how the “not-raising hog” business is to develop 
remains to be seen. The amount of reporting and account- 
ing which the corn-hog farmer has to do is terrifying. 
Great sheets of paper appear with many intricate column 
headings—sheets as large as the ordinary newspaper 
opened out to full size of two pages, ruled and classified 
to one’s complete mystification. 


Corn and Hogs 


This writer knew Jim McIntyre, a huge Scotsman, one- 
time policeman in Glasgow. He came to his prairie farm 
with a wife, a daughter, a span of oxen, a prairie breaking- 
plough and, beyond the few clothes on their backs, mighty 
little else. Mac and the oxen broke out the quarter section 
of land. Part of the sod so turned up made the house in 
which they lived. I think Mac could read and write a little 
with great difficulty. In my mind’s eye I see him, 
barefooted, walking behind the oxen and the plough, and I 
can imagine his huge hands spreading out the corn-hog 
papers and I can hear his deep, soft voice with its Scotch 
burr rumble in hair-curling profanity. How he could swear! 
But he raised corn and fed hogs and died years ago leaving a 
tidy fortune of more 
than $100,000 and 
Mac helped many 
another as he gath- 
ered gear for himself, 
but he never asked 
help from anywhere 
except on High. 

Something like 1,- 
000,000 corn hog 
farmers are reported 
to have signed what 
are now called “‘ad- 
justment contracts.” 
It is understood that 
the- word “restric- 
tion” is not permitted 
to appear in any of 
AAA _ papers any 
more. Pork has al- 
ready gone higher 
and must continue to 
climb. 

There is to be a 
plebiscite for the 
wheat growers. Na- 
ture took a hand last 
year and the drought 
wiped out surpluses, 
the harrowing story 
need not be repeated 
here, but the sur- 
pluses, which were 
the raison d'etre of 
the AAA, were not 
nor are they longer 
existent, whereupon 
it was said that with- 
out continuance of 
control (restriction) 
the surpluses would immediately accumulate again. So now, 
there is to be a nationwide referendum and farmers shall 
vote as to the continuance of restriction after 1935. Due 
to the abnormal weather conditions, lack of rain and dust 
storms, all wheat restrictions have been removed for the 

(Please turn to page 98) 
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A Revolution in Building 


onstruction Gathers 


OTCe 


Pre-fabricated Houses of Steel, Copper, Cement, Wood and 


Other Materials Are Coming on the Market in Growing 


Numbers—May Play Important Part in Business Recovery 


By Laurence STERN 


HE building in- 

dustry, though 

steeped in tradi- 
tion, has had time— 
and good reason—to do 
some deep thinking in 
the depression years, 
with the result that 
new ideas are begin- 
ning to sprout. For the 
first time, one begins to 
see some fire under the 
smoke of “pre-fabrica- 
tion,” an unfortunately 
loose term. 

Because costs are 
high and _ structural 
values are inadequate, 
very few houses are be- 
ing built in this coun- 
try today. A variety 
of reasons, deep seated **" 
and chronic, tend to 
make costs high and 
standards of construction low. Wages and the traditional 
materials are out of step with available purchasing power— 
but there is a more fundamental handicap: namely, that 
technological progress in a mass production age has here- 
tofore had strangely little influence upon building. 

In a century marked by an almost incalculable advance 
in our creative powers and a consequent great rise in the 
general standard of living there has been very little change 
in the methods and materials with which we build houses. 
It has remained a handicraft affair—brick, lumber, plaster, 
tile, slate, shingles, etc., put together in laborious piecemeal. 
One could buy a house from a real estate developer—and 
take a chance on the foundation and the frame. Or one 
could buy it—and wade through a nightmarish labyrinth 
of 3-year mortgage money lenders, bonuses, architects, 
contractors, sub-contractors and, of course, the inevitable 
“extras” overlooked in the original plans. 

Now it would be absurd to predict that this inefficient 
hodge-podge is going to be swept away by overnight revolu- 
tion. It most certainly will not be. Yet it is a significant 
and hopeful thing that today an evolution toward new 
methods and new materials is gradually developing real 


he 
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Pre-fabricated House in Suburban New York (American Houses) 


momentum. It is not 
too much to say that 
upon its future prog: 
ress depends in very 
large measure any pos 
sible major revival in 
construction. Indeed it 
does not strain the 
imagination to envisage 
in this new construc 
tion principle of pre: 
fabrication a major in 
dustry ranking with a 
few others as one of 
the pillars of future 
prosperity. 

The striking fact is 
that from various di- 
rections and in various 
ways, the battering ram 
of technical progress 
and industrial genius is 
pounding away at the 
blockade in residential 
construction. Since the potential market and its potential 
rewards are great, this general assault upon archaic meth- 
ods and materials is quite certain to gather force. It will 
succeed in the proportion that it can both lower costs and 
raise the values, functional or otherwise, that are built 
into our homes. 

At the present time half a dozen or so companies, some 
of powerful industrial and financial sponsorship, have defi- 
nitely engaged themselves in pre-fabricated housing or 
some major phase thereof. Others are known to be pre: 
paring to throw their hats into the ring in the very near 
future. Some will handle the whole operation, from 
plans to construction, financing, etc.; and thus will quite 
naturally be regarded askance by the existing depressed 
regime of architects, labor unions, local builders, dealers 
in building materials, real estate developers and so forth. 
Others will concentrate on selling materials or sectional 
parts and technical assistance, without displacing inde- 
pendent architects, dealers or builders. 

Let us consider two extremes in the new technology of 
housing now developing before our eyes, one now avail- 
able, the other not yet publicly announced. 
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In the first instance John Jones examines a catalog and 
selects a house. It is weather-proof, fire-proof, insect- 
proof; and equipped with all of the most modern gadgets, 
including year-around air-conditioning. The company 
assembles the necessary parts in its nearest regional ware- 
house, loads them in one huge truck, transports them to 
the buyer’s lot, erects them in two weeks’ time under the 
supervision of a factory-trained crew. There is no down 
payment. John Jones pays a moderate sum monthly for 
fifteen or twenty years and for this has his life insured 
besides. 

In the second instance Richard Roe decides to build a 
house. He calls in an architect and they decide upon the 
design, the number of rooms and their arrangement, the 
type of heat, etc. Next the plans will be sent, let us say, 
to the X Y Z Co. The company’s own staff of architects 
will check them and suggest desirable changes. The com- 
pany will specify materials and equipment manufactured 
by itself or jobbed by it, covering the entire house from 
cellar to roof. The order will be placed through a local 
dealer. A local builder will erect the house in accordance 
with the “X Y Z System.” The company will provide or 
arrange for the buyer a 20-year mortgage, to be amortized 
with moderate monthly payments. 


New Methods 


Between these two extremes there are and will be very 
wide variations in method and practice, and equally wide 
variations in materials used—but one can safely predict 
that the net effect of the technological approach will be to 
cut costs, to reduce waste and inefhiciency, to provide more 
comfortable houses and—most important of all—to cut 
depreciation to the bone. 

While generalization is hazardous in a field so broad and 
varied, it is possible to discern several significant trends in 
house construction. First, there is a trend toward much 
stronger materials for frames, including increasing use of 
steel. There is a trend toward more durable materials for 
all wall areas, particularly outside walls. There is an 
emphatic trend toward improved insulation of all kinds. 
Finally, there is a trend 
toward circulated and 
conditioned air heat, 
half-brother of full 
winter and summer air- 
conditioning which will 
come in volume only 
when present luxury 
costs are greatly low- 
ered. 


and insect proof, two highly desirable characteristics. 

The majority of pre-fabricaters are using familiar ma- 
terials, such as metals, wood, cement, asbestos, but with 
application of new processes. The most novel venture yet 
introduced appears to be that of American Houses, Inc., 
which uses a steel frame, walls, partitions and roof of 
wall-high panels made of two thicknesses of compressed 
cement and asbestos, with a special insulating material 
between. Floors are compressed hardwood panels. There 
is a concrete foundation below frost line, with air space 
and insulation under the floor. Outside panel joints are 
covered by aluminumzalloy strips. The central feature is 
a mechanical core, housing all service equipment, including 
full air-conditioning, with kitchen on one side of this 
closet and bathroom on the other. 


The Big Short Cut 


In all pre-fabricating, the single biggest shortcut in 
labor costs, is the use of wall-high panels, six or eight or 
ten of which will make a wall, in contrast to many times 
as many bricks or pieces of lumber. 

The list of those in the field, in addition to American 
Houses, Inc., includes Kennecott Copper, which recently 
announced formation of Copper Houses, Inc., and its 
decision to build a demonstration copper house at Wash- 
ington, D. C.; General Houses, Inc.; Haskelite Manufac- 
turing Co.; Insulated Steel Construction Co.; Steelox Co.; 
National Houses, Inc.; Weyerhaeuser Timber Co.; Hodg- 
son Houses and Pope & Cottle, the last two having long 
made sectional lumber houses. Pre-fabricated concrete 
slabs also have long been in use by various companies. 

Copper Houses, Inc., is not yet ready to announce 
detailed plans of operation. In its proposed demonstration 
house practically all exposed parts of the building will be 
of copper, with window frames of bronze. Heavy copper 
wall sheets will be fastened by a patented method to a steel 
frame, permitting any later horizontal or vertical enlarge- 
ment of the original house, a feature also emphasized by 
American Houses. All plumbing, hardware and lighting 
fixtures will be of copper or brass. Fireproof insulation and 
full air conditioning 
will be featured. 

General Houses, 
Inc., was formed in 
1932 and attained pre- 
mature publicity before 
it had had time to per- 
fect its products or 
build up a distributing 
system. It has no set 





The range of new 
materials and new 
methods of using old 
materials is a broad 





line of models, design- 
ing houses to order, 
complete with all 
equipment, but all em- 


one, so much so that ploying standardized 
use of familiar mate- wall-high panels, the 
rials such as lumber heart of the pre-fabri- 
and brick is more likely cating theory. 

to be complemented Haskelite Manufac- 
and supplemented than turing Co. employs 
displaced. A steel water-proof plywood 


frame, for example, 
does not preclude use 
of brick veneer or clapboard outside walls. For that matter, 
the lumber industry is not overlooking any bets. Pre- 
fabricated, or sectional, lumber houses have long been built, 
although heretofore mainly for camp or summer home use. 
Extensive experiments are now going on in the development 
of plywood panels, processed to make them fire resistant 
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A Pre-fabricated House of Steel (Steelox Co.) 


panels, avoids offering 
catalog houses and 
works through architects and builders. Its standard panels 
are three-quarters of an inch thick, three feet wide and 
from eight to twelve feet high. A combination of these 
panels, plus vertical steel I-beams, constitutes the “chassis” 
of a house—floor, walls and roof. 
(Please turn to page 98) 











What the SE C Has Done 


for the Investor 


Benefits of More Complete Information and Protection 
Against Frauds in Part Offset by Thinner Markets— 
Why Stocks Are Losing Their Anticipatory Qualities 


By Cimnton M. Martin 


T was on September 1, 1934, that the Securities and 
Exchange Commission first took hold of the immense 
job of regulating and controlling every phase of the 

security business—a business intricate and technical, so 
sensitive that rough interference with long-established prac- 
tice might well bring chaos not only to bankers, brokers and 
the rest of the financial community, but to industry as well. 
Today, after eight months of effort, the Commission has 
made no more than a start on what was laid out for it, 
although one should be fair and recognize that this results 
more from the size of the task than from lack of actual 
accomplishment. As a matter of fact, the country now 
has had quite enough experience with SEC regulation to 
make valid inquiry into its effects. These effects can be 
traced to the issuance of securities and stock exchange prac- 
tice, although we are concerned here more with the effect 
upon the individual investor—what has SEC done for 
him, and what has it done to him, if anything? 

The fundamental objective behind the Securities Act of 
1933, with amendments thereto, and the Securities Ex- 
change Act of 1934 is to give the investor 
(clearly contrasted with the speculator) 
a “fair” deal. In the attainment of this 
objective, the main line of attack lies in 
the forced publication of all essential in- 
formation. It must be admitted that in 
theory, at least, this is a sound approach, 
for one can hardly imagine grave abuses 
flourishing very long under the merci- 
less spotlight of publicity. Also, it can 
be contended very logically that if some 
investor with full knowledge of all es- 
sential information should then lose his 
money he has no one but himself and 
Providence to blame. 

It is, however, much easier to general- 
ize upon this matter of providing the in- 
vestor with all essential information 
than it is to define the limitations of what 
constitutes essential information; where 
to draw the line, that’s the difficulty. 
Clearly, a large corporation, such as U. 
S. Steel or Standard Oil (New Jersey) 
could publish so much about itself, its 
business, its foreign operations, its pat- 
ents, the possible lawsuits against it, and 
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the thousands of laws to which it is subject, as to completely 
befog anyone. Indeed, even under SEC, whose duty it 
is to see that the spirit of the security laws are not defeated 
by over-vigorous adherence to the letter, there possibly has 
been a tendency to give unnecessarily voluminous informa’ 
tion, out of which it is sometimes not easy for the average 
man to extract the meat. 

There was recently a very illuminating example of this, 
Southern California Edison in the prospectus covering the 
$73,000,000-bond-issue which was offered the other day 
mentioned the possibility of depreciation in the purchasing 
power of the dollar, referred to the Rayburn-Wheeler Bill 
as conceivably inflicting great damage on privately-owned 
public utilities through the stimulation of municipal owner: 
ship, and went into the possibility of a further increase in 
taxation discriminating against privately-owned utilities. In 
other words, the directors of this company did not intend to 
take any more chances than they could help, lest, sometime 
in the future, they be charged with withholding any infor- 
mation that might effect the status of a holder of one of their 
new bonds. 

It would seem, however, that this goes 
too far. Surely no reasonable man 
would put the blame on the directors of 
a corporation if the national government 
of the country tinkered with the cur 
rency and so reduced the real value of 
the corporation’s securities. When more 
new issues have been brought out, more 
precedents established and S E C has got 
around to making rulings on all the de- 
batable points, or Congress enacts clari- 
fying legislation, financing will not be the 
step into semi-explored territory that it 
is now. 

By the sane and sensible administra’ 
tion of what are really very drastic laws, 
SE C is constantly making matters easier 
for those who desire to raise money, 
while at the same time not relaxing the 
safeguards that now surround those who 
put it up. It has already specified the 
information required from a company 
who wishes to register securities upon a 
national securities exchange and, while 
fully adequate for the investor who 
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wishes to inform himself before risking his money, it does 
not seem to put an undue strain upon the registrant. 
Furthermore, and running parallel to the registration re- 
quirements, S EC has drawn up a set of rules for the form 
to which financial reports by registered companies must 
henceforth conform. The advantages of standardized ac- 
counting practice—however much there may be said for 
}some company doing things differently—are of inestimable 
| advantage from the point of view of the individual investor. 
| This is not to say of course that SEC or anyone else can 
bring to thousands of different busi- 
nesses, run On various lines by men with 
various views, such standard accounting 
| practice as exists with railroads. But a 


g 1t. 

While it would be possible to fill the 
whole of our allotted space with the 
financial information that is, or shortly 
is to be, made available by the efforts of 
SEC, only the highlights need be given 
here, or points at which, in the past, a 
minority of companies sometimes misled 
their owners. SEC is insisting that 
intercompany transactions be eliminated, 
that fixed and current assets be clearly 
stated for what they are, that mention be 
made of pledged assets, that details of 
reserves be given, and that the profit and 
loss account be very much more com- 
plete than was generally the case in the 
past 
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In addition to the information solely 
concerned with the affairs of the com- 
pany, the stockholder today is being 
given information on the affairs of the 
oficers and directors as they concern the 
company. Their holdings, and their 
transactions in the stock of the company in which they are 
either officers or a director are being made public monthly. 
Salaries are no longer the secret that they once were and 
the stockholder now knows what he is paying the men he 
has hired to run the company for him; he also knows about 
bonuses and no longer can an official take a million or two 
out of the business yearly without all the little stockholders 
knowing about it. 


Good Outweighs Objections 


There are, of course, certain valid objections to all this 
publicity. Few men like to have their private affairs shouted 
from the housetops, and besides a good many large-salaried 
men probably have been embarrassed with demands of all 
sorts and, when these fail, with recriminations. Neverthe- 
less, it can hardly be contended logically that the good does 
not far outweigh the ill. It seems only just and right that 
stockholders should know what they are paying to have 
the business run; it seems only just and right that they 
should know exactly how much their dividends are being 
reduced by bonuses to the men in active charge; finally it 
seems just and proper that as much as possible should be 
done to prevent “insiders” from taking advantage of their 
knowledge long before the average stockholder has any ink- 
ling of it. 

There have been a good many scandals in the past over 
this last point. Officers and directors, for example, know- 
ing that their company was to come out with some new 
product or was planning some important expansion, often 
would buy their own stock and then liquidate it on the rise 
following public announcement. Sometimes, they even sold 
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their own stock prior to an adverse statement. With this 
practice halted it is apparent that much of the “anticipa- 
tory” characteristics of stock prices have been lost. Good 
news, or bad either for that matter, is now less likely to be 
discounted before the announcement than heretofore. It 
may not be going too far to say that the composite result 
is to rob the stock market as a whole of some of its 
anticipatory proclivities which mark it in normal times. 
Whereas this cannot be said to be a disadvantage to indi- 
vidual stockholders, it is undeniably true that they have been 
hurt by the resulting contraction of the 
market’s volume. This arises from the 
fact that publicity which is now given to 
the stock operations of officers and direc- 
tors, coupled with the law’s specific pro- 
hibition of manipulation and pools, un- 
doubtedly has resulted in a slowing down 
of trading activity. This has made for 
thinner markets, wider spreads between 
the bid and asked price and sometimes, 
for the individual holder, disconcerting 
declines on a small volume of stock 
offered for sale. By and large, the 
broader the market the better for both 
the investor and business generally, but 
if violent and frequently unethical 
manipulation is necessary to broadness, 
then matters surely are best the way they 
are. 
As soon as the machinery is perfected, 
SEC is going to be of great assistance 
to the investor as a clearing house for 
complaints. Already a _ considerable 
number have been received arising from 
transactions in securities. These are all 
carefully analyzed and, if it appears 
‘that there has been a violation of the 

law, the evidence is turned over to the 
proper authority, who presumably takes appropriate action. 
SEC does not, of course, prosecute violations of the secur- 
ity laws itself, for it is more of a watchdog than a United 
States Attorney. 

It is probable, however, that SEC's investigation of 
possible violations of the security laws will be greater in its 
moral than in its actual effects. Remember, violators will 
not be prosecuted under some badly drawn or ancient “blue 
sky” state law; they will be prosecuted under a Federal 
law, either one of the two security acts, or under the United 
States Postal laws. Past experience has shown that fre- 
quently there is all the difference between a Federal charge 
and a state charge—a state often has trouble making even 
murder stick, but it’s a more than usually smart gangster 
who can beat Uncle Sam’s income tax or other laws. Hence, 
one can reasonably expect a great decrease in the activities 
of gentlemen engaged in fraudulent stock-selling schemes, 


“sell and switch” rackets and the like. 


Responsibility of Stock Exchanges 


Although it was denied at the beginning of this article 
that the discussion would cover S E C’s influence upon stock 
exchanges and the brokerage business, this phase must 
nevertheless be touched upon where the investor is directly 
affected. For example, S E C, following counter-proposals 
from, and discussions with, stock exchange authorities pro- 
mulgated a set of rules for floor trading. These rules were 
not in the form of an order, but as a recommendation that 
stock exchanges incorporate them in their own by-laws— 
thus establishing the point that exchanges are to be largely 
self-policing. (Please turn to page 104) 


73 


th - : 
SSS ey, EE 
Ng 






——— 


a 


oe 








Business for the Next [hree 


Months 


Are We “On Our Way” or Is This Just 
Another “Boomlet”?—Effects of Earlier Pub- 


lic Expenditures Are Only Now Apparent 


By Joun D. C. WeELpon 


INCE March, 1933, there have been 
three periods of general business ad- 
vance in this country. The first two 
such movements were promptly followed by 
sharp relapse. The third, which began last 
November, at present shows indications of at 
least a seasonal pause, although the recession 
to date has been both moderate and gradual. 
This performance record raises some ques- 
tions of vital interest and importance. Is it 
just another “boomlet” that we have expert- 
enced or are we at last really “on our way” to 
broad and solid economic recovery? What is 
the outlook for the months ahead?) How much 
support will business get trom the Govern 
ment’s vast work relief program? 


A New High in Recovery 


Recovery is a many sided thing, difhcult t 
measure exactly. If one swamps oneself in 
seasonally adjusted indexes of this, that and 
the other thing, there is danger of not seeing 
the forest for the trees. Industrial production, 
transportation, communication, trade, finance, 
employment, payrolls, the price trend, price 
relationships—all of these make the picture of 
recovery. 

If we lump together all of these elements, 
there is no question but that in the first quar- 
ter of 1935 we attained a new high level of 
recovery. If it has been another “boomlet,” 
it is at any rate hopeful and significant that it 
is broader and more solid than the two pre- 
ceding phases of recovery. The differences 
between it and the abortive “boomlets” of 
1933 and 1934 are illuminating. 

The 1933 upturn was a feverish thing, 
smacking considerably of the speculative and 
the artificial as the New Deal monetary tinker- 
ing produced a rush of forward buying, with 
consumption goods holding the center of the 
stage. 

The 1934 upturn was more solidly based 
than that of 1933, but also was accompanied 
by monetary tinkering, by rising prices for 


finished goods under N R A and by consider: 


able forward stocking of goods. 
A Sounder Basis 


The present upturn has had no discernible 
relationship to monetary measures, the Gov 
ernment’s silver policy having to date had no 
effect upon the price trend or the psychology 
of business men. It has been marked by a 
stable to moderately reactionary trend in fin- 
ished goods prices, while farm products and 
foods have moved briskly higher. Business 
buying—the variations of which always affec 
the short-term fluctuations of indexes of pro 
duction and distribution much more than do 
the variations in consumer buying—has been 
much on a hand-to-mouth basis in most lines, 
the prospective trend of industrial prices, with 
NRA in eclipse, offering no incentive for 
forward stocking in excess of normal require’ 
ments. This can only be interpreted to indi 
cate in the general business picture a sounder 
balance of supply and demand than existed at 
the peak of either of the two preceding recov 
ery periods. 

On the average, during the past five months, 
there has been less Federal emergency spending 
than during the four months or so of the 1934 
upturn. 

Moreover, 1935 has seen an appreciable 
broadening of recovery into the durable goods 
industries, as shown by improved sales of 
machinery and heavy equipment. Part of 
this gain reflects Federal spending and the be- 
lated effect of PWA< allocations which are 
only now showing up in actual purchases and 
employment, but a significant part of it also 
reflects an increased ability and willingness 
of industry to modernize and improve pro- 
duction facilities after the depression years of 
rapid obsolescence. While the total volume of 
construction so far this year is under that of 
a year ago, the loss has been in Federally: 
financed work, private residential construction 
showing a hopeful gain, although such conv 
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parisons, uf course, continue to deal with an 
abnormally low level which exaggerates per- 
centage changes. 

This year’s advance also has been marked 
by a further easing of money rates and sharp 
recovery in corporate refunding operations. 
This, of course, is not the same thing as ac- 
tive issuance of new securities for additional 
long-term capital with which to finance ex- 
pansion of capital facilities. Yet it does offer 
proof that financing can be conducted under 
the long-feared Federal rules, and as such pos- 
sibly offers promise of a coming gradual spread 
of financing to new capital issues, given a fur- 
ther increment to general business and finan- 
cial confidence—the latter necessarily continu- 
ing to depend largely on political developments. 

Finally, our third business spurt has been 
marked by a generally better balance of price 
relationships as agricultural prices and pur- 
chasing power have tended to advance. While 
some foods, including beef, have gone high 
enough to threaten the volume of consump- 
tion, this is more likely to result in substitution 
than to cut seriously into merchandising vol- 
ume of non-food products. 


More Hopeful Prospect 


In summary, therefore, the recent and pres 
ent business picture appears to possess more of 
the earmarks of “natural” or “orthodox” eco- 
nomic recovery than at any preceding time 
since the inception of the New Deal. On 
this score alone, it seems logical to predict that 
recession in aggregate business activity during 
the rest of the second quarter and at least into 
the forepart of the third quarter will prove 
considerably less sharp than the disturbing re- 
lapses of 1933 and 1934. 

For the sake of brevity, one will not go far 
wrong in estimating the business outlook for 
the next three or four months in terms of auto- 
mobile production and steel production, ignor- 
ing a host of other cogs in our economic 
machine. If one compares the charted ups 
and downs of production here against the rep- 
resentative business activity charts a striking 
similarity will be noted, as is not at all sur- 
prising since steel and motor production play 
so large a part in our national economy and 
since steel operations reflect a very large cross 
section of all industrial activity. 

Barring a spread of labor troubles, now 
centering against General Motors units in 
Ohio, it appears reasonably certain that aute- 
mobile production will be maintained at a high 
level at least throughout May. Retail sales 
continue at a gratifying level, but are reported 
to face a possible threat in the clogging of the 
used car market followiing recent heavy trade- 
ins. Because of this and other uncertainties, 
it is on the lap of the gods whether May out- 
put will fall under, equal or slightly exceed the 
high production of April. It is a reasonable 
assumption, however, that April and May to- 
gether will constitute the high production 
period of the year. A recession from this 
activity, whether beginning in May or early 
June, will correspondingly lower general in- 


dustrial activity, but whether more or less than 
seasonally normal remains to be seen. 

Steel operations reached a peak early in 
the year, then sagged moderately from it but 
for the past six weeks have shown encouraging 
stability around a level of 46 per cent of 
capacity for the industry as a whole, which 
means 60 to 75 per cent capacity for the 
smaller independents specializing in the 
lighter steels. The two most important vari- 
ables in the present picture are automobile 
demand and demand from the makers of farm 
implements and equipment. Both have been 
big contributors to steel activity thus far this 
year, in sharply improved comparison with a 
year ago. Both, however, are normally sub- 
ject to seasonal reaction over approximately the 
same period, so that, despite minor upturns 
from week to week, it would seem probable 
that any major change in steel operations over 
the next three months will be downward. 


Effect of Government Spending 


Here we come to a very natural question. 
To what extent will the Administration's 
$4,800,000,000 work-relief program affect the 
business picture? An accurate answer, unfor- 
tunately, is not possible. When one tosses a 
handful of stones in a pond the eye can not 
tell which one is causing the ripples. As to 
the influence of the new spending program one 
can only advance a few thoughts and surmises, 
pro and con. 

If the spending is prudently handled, as 
has been the PW A program, it is to be seri- 
ously doubted that it will afford any appreci- 
able business stimulation before the third 
quarter. It takes time for projects to be 
planned and still longer to get them actively 
underway. That is why we are only now 
feeling the effect of prior public works appro- 
priations. Despite the President’s expressed 
intentions, it is probably to be doubted that 
maximum effects of the new works relief drive 
will be felt before 1936. On the other hand, 
if the money should be hastily shoveled out, it 
would be more likely to give a temporary lift 
to consumption goods than any important 
benefit to heavy goods. Then too, any sugges- 
tion of reckless speed in spending could well 
do more harm than good by casting further 
doubt on the Government’s fiscal position and 
the longer economic outlook. 


Not a New Impulse 


Secondly, business heretofore, in reaction 
and recovery, has had the support of Federal 
emergency spending in one guise or another to 
an average annual total around $4,000,000,000. 
Thus, it will be seen that the new spending 
program is by no means a net addition of an- 
other $4,800,000,000 a year to annual emer- 
gency spending. What it will mean in concen- 
trated business support depends entirely on 
the Administration. Together with previous 
PW A and other allocations just now reach- 
ing the stage of actual disbursement, this pro- 

(Please turn to page 102) 
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Significant Foreign Events 


By Grorce BERKALEW 
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The British Budget 


However much critics may decry the 
budgetary conservatism of Mr. Cham- 
berlain, one fact remains: the budget is 
balanced. As uninspiring as a Cool- 
idge speech, as cautious as the former 
President's economic columns, the 
Chancellor's parliamentary addresss 
elicited no public enthusiasm, marked 
no departure from the middle road of 
financial compromise. There has been 
no pandering for votes by extravagant 
public works appropriations. Mr. 
Chamberlain firmly, almost heroically, 
holds out against the obvious allure- 
ments of Lloyd George’s “New Deal”. 

The present government’s electoral propaganda rests on 
the dubious assurance that “eighty-per-cent prosperity” 
has been achieved and “given a fair measure of unity at 
home and abroad”, a further advance should be made dur- 
ing this current year. Despite the confidence implied by 
this cheery optimism, the program lacks the concrete inno- 
vations which the public expected; it errs more on the sins 
of omission than commission. 

In substance it remains reticent on many of the nations 
most engrossing problems. These problems include: the 
black patch in English economy: over two million unem- 
ployed, reduced by only 48,000 with no practical relief in 
sight. The slight increase in overseas trade has during 
the past quarter reached a standstill, and present world 
conditions fail to promise improvement in this direction. 
No government assistance is offered in the depressed fields 
of industry, notably cotton, coal and shipbuilding. 

No contingent liability has been set up for a likely in- 
crease in the armament bill above the ten million pounds 
allotment. No provisions have been made for the Sinking 
Fund and the public debt charge has been retained at 224 
million pounds. Failing the continuance of cheap money, 
the government has asked the power to borrow for the pur- 
pose of contractual Sinking Funds. And finally, the Brit- 
ish government shouldering the greatest war debt in the 
world, maintains an eloquent silence on future policy of 
installment payments to the United States. 

Nevertheless, ignoring the major issues of financial policy, 
the budget is balanced. Receipts: 734,470,000 pounds. 
Expenditures: 733,970,000 pounds, leaving 500,000 pounds 
to spare. 

‘ + & 


The Franco-Soviet Treaty 


Not the least curious development of these parlous times 
has been a treaty of mutual assistance between perhaps the 
most fundamentally capitalistic country of the world and 
one to which capitalism in all its forms is anathema. The 
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essence of the Franco-Soviet treaty is 
that each country will go to the as 
sistance of the other in the event that 
some third party should commit an act 
of territorial aggression. We wonder, 
however, whether this and countless 
other treaties actually will work out in 
practice as they should. There is no com- 
mon boundary between France and 
Russia, nothing in common between 
the two political systems, and nothing 
in common between the fundamental 
mental processes of the two peoples. 
In the event of war between France 
and Germany would it not be more 
logical for Russia to say: “let the 
capitalists fight their own wars and on 
the ashes of capitalism we will erect the tower of com 
munism”, than to permit herself to be dragged into some 
thing where she has all to lose and little to gain? But per- 
haps Russia is more concerned with the immediate pros- 
pect of obtaining the equivalent of two or three hundred 
million dollars for railroads and highways. Although the 
railways and highways are to be built to Russia’s western 
frontier and undoubtedly could be used to good advantage 
in the event of war in Europe, they also will do the Soviets 
a vast amount of immediate good in view of the deplorable 
transportation problem. 


* * * 


Stabilization or Mobilization 


The nervousness of the French Bourse following the for 
mal devaluation of the belga may be interpreted as a classi 
cal reaction to a fait accompli, entailing a logical weaken- 
ing of government and fixed income securities, accompanied 
by a rise in common stocks. Despite this flurry of specu- 
lation, the money market remained calm, and stand pat 
financial opinion refused to be stampeded by the general 
raid on other currencies of the gold bloc. With the mint- 
ing of gold coins in France, the avowed official allegiance 
to the present franc parity, conservative financial circles 
in this country believe that the government can, lacking an 
external international crisis and if an internal will is mani- 
fest, maintain the present value of the franc for an indefinite 
period. But the question arises as to whether these two 
contingencies will materialize. There is every reason to 
suppose that the international monetary malaise cannot 
continue indefinitely. 

Qualified authorities in the United States and England, 
as well as in the gold bloc countries, are advocating wit 
increasing insistence the near-term return to international 
stabilization. Mr. Van Zeeland, Premier of Belgium, has 
announced his desire to assemble a conference for this pur- 
pose. This would provide one definite and constructive 


step toward a meeting of minds on present divergent na- 
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tonal policies of currency manipulation. Whether or not 
this conference will take place, whether or not an agree- 
ment can be reached between the sterling bloc, the gold bloc 
' and the dollar bloc is a matter of supposition. It is evi- 

dent that the present state of affairs cannot continue. 

The French Treasury is undergoing additional strain, a 

raids on the florin and the Swiss franc. English monetary 
the Exchequer, is one of watchful waiting, the advantages 
of a fluctuating pound being definitely recognized as no 
longer operative. England and the Continent still look 
toward the United States to initiate the first move toward 


further dollar devaluation is problematical, stabilization 
hangs fire, international trade is hampered by speculative 
risks, autarchy with its train of enhanced quota restrictions 
and increased tariffs spreads, the dark clouds of the war 
debts remain threateningly oppressive and, meanwhile, as 
the only alternative, rearmament, national conscription, 
uneconomic appropriations for narrow and national se- 
curity increase. In short, despite the professed agreement 
“in principle” of the allied powers at Stresa, carried over 
to a more equivocal concert at Geneva, European discord 
has not been fundamentally harmonized. The pent up 
national economies will require territorial expansion, top- 
heavy tariff walls are practically toppling from their own 
weight and the only alternative advanced is mobilization. 
Thus, mobilization or stabilization, with all that it implies, 
remains the single hope for the preservation of existing 
European frontiers. 


* * & 
The International Money Market 


To transgress from the purely abstract to the concrete, 
continental curren- 
cies continue under 
» pressure. The gen- 
tt eral impression in 
4 financial circles, es- 
} pecially in London, 
_ believes that a con- 
certed attack after 

the Easter period of 
© quiescence, will 
© again develop by 
short operators on 
the Swiss franc, re- 
sulting in the export 
of Swiss capital and, 
in addition, the re- 
call of foreign funds 
from Swiss centers. 
Meanwhile, banking 
opinion in England 
has not abandoned 
the former prognos- 
tic that guilders, al- 
though possessing a 
considerable plus- 
value as compared 
to Swiss francs, are 
also to be doubted. 

In the international money situation, particularly sig- 
nificant from the European standpoint, has been the drop 
in the call money rate in the United States to one-quarter 
| of one per cent, and according to present prospects, the 
| large conversions of the public debt in the United States 
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can be expected to produce unfavorable repercussions. 
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strain embarrassingly accentuated by foreign speculative 


policy, as exemplified by the budget of the Chancellor of 


an agreement on international currency adjustment. While 





Wide World Photos 


Arrangers of Communistic-Capitalistic Alliance 


According to the doctrines of “higher economies”, the 
decline in the rates in one gold center should cause a flow 
of capital to other gold centers where prospects promise 
more remunerative returns. Since the crash of 1929, how- 
ever, orthodox precepts of capital movements have turned 
topsy-turvy. Funds seeking investment attach scarcely any 
importance to the yield, but regard solely that most puz- 
zling of all investment problems of today, security of prin- 
cipal. 

Given the panicky psychology prevailing on the Conti- 
nent, coupled with the low interest yield on investment 
opportunities in England, it is logical to forecast a drift 
of European capital for speculative’ investment to Wall 
Street. This will occur only when the vague uncertainty 
of the extent of the Administration’s intervention in private 
industrial enterprise has been clearly defined and definitely 
settled. 


* * * 
Dollars and Cents Diplomacy 


Consistent with Secretary Hull’s avowed principle of 
restoring the sadly delinquent state of American foreign 
commerce, a disheartening ambition in the face of Ger- 
man foreign exchange restrictions, French quotas and em- 
bryonic British protectionism, certain credible results have 
been achieved. 

The Secretary's policy of fostering a mutually bene- 
ficial commodity exchange, as opposed to Mr. Hoover's 
one-way trade program, has so far resulted in the commer- 
cial treaties with Cuba, Brazil and Belgium; a prudent 
withdrawal from similar negotiations with Russia; a dogged 
pursuance of treaty negotiations with France. Preliminary 
to the conclusion of the latter accord, certain tangible relief 
in the stagnant state of commercial relations between 
France and the United States has recently been an- 
nounced. It is of- 
ficially reported that 
the French quota on 
apples imported 
from the Pacific 
Coast has been aug- 
mented by 10,000 
tons, thereby pro- 
viding a much 
needed outlet for 
American growers. 

It is stated that 
the curtailment of 
the French import 
quota during the 
first quarter pro- 
duced a decline in 
prices on our domes- 
tic market of 25 
cents per box. Ac- 
cording to the nego- 
tiations, the United 
States agree to take 
in exchange fifty 
thousand tons of 
French forage wheat 
to meet the current 
corn deficit in At- 
lantic Seaboard states. It is hoped that hair splitting 
protests on the part of the Department of Agriculture 
will not prevent the actual materialization of this agree- 
ment, interpreted as a sound precedent foreshadowing a 
series of similar agreements for the international exchange 
of specific non-competitive commodities. 


Pierre Laval 
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HE MacazinE OF WALL StrREET’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


The Magazine of Wal 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 






























































e 
Railroads 
Total Amount Fixed Charges Y 

funded ofthis times earnedt{ Price 
Company debt issue ———————.. — ~-————. Yield to COMMENT 

(mil’ns) (mil’ns) 1933 1934 Callt Recent Maturity 

Atlantic Coast Line c. - 
8 ee es 152 51 my 9 NC 100 4.0 Bond is now better grade. 
Gen. Unif. “A” yi a Se 152 44 a | 9 NC 81 5.9 Junior to issue above and prior ne thereto. 
A. C. L. Louisville & Nash. Coll. 4s, 1952.. 152 35 7 .9 105 73 6.7 Secured by 596,700 shares of L. & N. R. R. 
currently worth $38 a share. 

Baltimore & Ohio R. R. ; 

Ne ae 726 157 1.0 9 105 101 3.9 Entitled to a high grade rating. 

ee he be | ee 726 246 1.0 .9 105 61 8.2 Junior to issue above. 

Conv. 44s, 1960. Tee 63 1.0 x 105 ’36* 46 10.8 Unsecured by mortgage. 

Notes, Sec. 414s, Leena: 726 50 1.0 .9 10144* 87 8.4 Collateral is valuable. Medium grade. 
Southwestern Div. ist 5s, 1950........... 726 45 1.0 .9 105 °45* 93 5.7 | . 

Pitts., L. E. & W. V. Syst. Ref. 4s, 1941... 726 58 1.0 :9 100 94 5.2 |All three issues are about of the same good 
Toledo-Cin. Div. ‘ist & Ref. “A” 4s, 1959. 726 23 1.0 9 102). 83 5.2 { grade. 

Buffalo, Roch. & P. Cons. 414s, 1957...... 35 29 NC 55 9.4 Fairly sound only. 

Chicago & Alton Ref. 3s, 1949............ 49 45 3 .9 NC 40 11.9 Second grade. 

Chicago, Rock Island & Pacific Ry. J ‘ tae etl 
ins kanceenesssnn den 311 100 3 2 NC 38 ieeene tot Cee fees wee ee ae os 
First & Ref. 4s, 4.1.34.000 2000002022000! 311224 3 2 NC 12 1983, under the amended bankruptcy laws. 
Secured “A” 414s, 1952 311 40 3 ‘2 10214 * 13 From present indications the eventual re- 
Convertible 434s, 1960................... 31188 “3 (8 10836" cupantsation will be Geastic oven Sor wader. 

ying issues. 
R. I., Ark. & Lou. 1st Ke, er 311 15 .3 2 105 10 ae m . l 
Burl., Ced. Rap. & N. 1st Ss, 4.1.34....... 311 19 s 3. Ne 18 Principal and interest in default. 
St. Paul & K. C. Sh. L. ist 4s, ees ..... 311 28 38 .2 105 11 Default Aug. ’33 interest. 

Chicago Union Station Co. 

ie’ vat fee Se eee eee 67 60 105 108 4.0 Guarantors include strong roads. Mortgage 
position also good. High grade. 

See NPON WE MOOR SS 6 fob a da-cwcdsscwcn 67 7 105* 107 4.1 Not mortgage secured, but guaranteed simi- 
larly to issue above. 

Kansas , aang Ry. 

Ne ies. ss bx -eniein bin oon eb'oae 65 .6 a, NC 75 5.5 Sound bond. 
Ref. & or RESET EE ae 65 21 .6 a 105 68 10.7 unior to issue above. 
Texarkana & F. S. ist 514s, 1950......... 65 10 1.0 sis 107% 88 6.8 air grade. 

Kansas City Terminal ist 4s, 1960............ 50 50 105 107 3.6 Guarantors include the Atchison, the Bur- 

lington and the U. P. High grade. 

Terminal R. R. Association of St. Louis 

ist I aa uis eis Rei ee bee a's ba b's 47 7 NC 111 2.0 Among the guarantors are strong roads. 
High grade. 
We Ret Come. Ge, BOOB. aoc osssciencicsssweeess 47 5 NC 113 3.3 Mortgage position junior to issue above, but 
bears similar guarantee. 
Gen. Ref. 4s, 1958.......... 1S ee 47 35 110 104 3.7 Still strong, tho junior to two issues above. 
+ e . e 
Public Utilities 
American Water Works & Electric Co., Inc. ae 
ODE Ses BE> Ey BOOB Boo. ono caw ca sc ccs 185 15 1.2 1.2E 102* 95 5.7 Security pledged is valuable. Present con- 
version rate $20 a share. 
MIB 6 isos ip. 59 5.5915 0 01505 4-4'5-4 185 11 1.2 1.2E 110* 78 7.8 A second grade holding. 
Monongahela West Penn. Pub. Ser. 1st 
Lien & Ref. “B” 54s, 1953... ne 24 14 1.6 ners 105* 99 5.6 Medium grade. 
Potomac Edison ist “E”’ 5s, 1956... és 17 17 2.0 1.7E 105* 105 4.6 Good grade bond. 
West Penn Power ist “‘G”’ 5s, eee 50 50 3.4 3.5E 105* 108 4.4 High grade. 
Appalachian Electric Power Co. 
ee ID os os 5.500.000 00.00 aad 84 63 8 diese 10414 * 105 4.6 Of good caliber. 
Appalachian Power ist 5s, 1941........... 84 10 1.8 en 105 198 3.5 Prior in lien to issue above. High grade. 
Brooklyn Edison Gen. “‘A” 6s, 1949......... 67 56 es 3.8 105 107 4.3 Of the highest grade. 
Buffalo General Electric Co. 
8 OE ea ere 40 7 2.1 2.3E 105 107 3.1 Of the highest grade. 
Gen. & Ref. “B” 416s, 1981 . 40 30 2.1 2.3E 107'4* 110 4.0 Junior to issue above, but still high grade. 
Columbia Gas & El. Deb. 5s, (May) 1952.... 176 105 2.1 104* 87 Medium scusen ol 
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e . . . . 
Public Utilities (Continued) 
_ Tota) Amount Fixed Charges aie a 
funded of this times earned+ Price 
Company debt issue ————_-—__-___._ - —— — Yield to COMMENT 
(mil’ns) (mil’ns) 1933 1934 Call; Recent Maturity 
Cons. Gas, El. Lt. & Pwr. of Baltimore 
SE Tee ls EE vines si sie 410s vanateeess 67 58 2.9 3.0 105° 108 3.6 Company’s credit standing is very high. 
Safe Harbor Water Pr. ist 414s, 1979..... 21 21 ; ae 105* 107 4.2 Cons. Gas guarantees. Strong bond. 
~ Consumers Power Co. 
ist & Ref. Gs, 1.1.86..........cccccsroees 92 22 2.5 2.5 105 103 2.0 Of the highest grade. 
BOE We TOs Oe BO vcs 0.0.0 606.0 6s-no soe 92 67 2.5 2.5 105* 108 4.0 Junior to issue above, but still high grade. 
Georgia Power ist & Ref. 5s, 1967.......... 120 103 1.8 1.7E 105* 95 5.3 Medium grade bond. 
Metropolitan Edison 1st “‘D” 414s, 1968. 41 41 2.4 2.5 107). * 103 4.3 Good grade issue. 
Milwaukee Elec. Ry. & Light Ref. & 1st (now 
SD PA sk 65 $5046 Wee wed sores 63 63 1.4 1.4 10314 * 98 5.1 Medium grade. 
Milwaukee Gas Light 1st 44s, 1967........ 13 13 2.6 2.0 10714 * 108 4.1 A better grade investment. 
National Pwr. & Lt. Deb. “B” 5s, 2030...... 280 25 1.8 1.3 106* 83 6.0 Among the sounder holding company de- 
bentures. 
Nebraska Power ist 4's, 1981........... or"; 20 17 2.8 2.8 107%* 110 4.0 A better grade investment. 
Nevada-Cal. El. 1st Tr. 5s, 1956............ 31 28 L3 1.2E 10214* 76 7.2 Represents large portion of total debt. 
** New England Tel. a Se Ne eat 4/48, 61. 88 75 2.3 2.5 100 °53 117 3.5 High grade investment issue. 
North Amer. Lt. & Pr. Deb. “‘A” 514s, '56.. 193 18 def def 102}. * 56 10.8 None too strong holding co. obligation. 
Pennsylvania Pwr. & Lt. “ist 4s, 1981 ee 132 121 2.5 2.5E 105* 105 4.3 Better grade. 
Philadelphia Electric Co. 
ee fe eo 166 57 3.8 3.2E 110 112 4.3 High grade. 
ist Lien & Ref. 4}4s, 1967............... 166 33 3.3 3.2E 104}.* 107 4.1 First 5s pledged under this issue make it 
almost as strong as one above. 
ROE Mn Wg NE Sb cision ores S05 0d Ne s0e 166 59 3.3 3.2E 102'.* 108 3.6 Junior to two issues above, but still strong. 
Philadelphia El. Pwr. 1st 5's, 1972....... 35 35 1.6 : 106* 109 5.0 Not obligation Philadelphia El. Co. Better 
grade. 
~ Public Service Co. of Northern Illinois 
BGT De Eb 5 ois swine Been cane 129 92 1.4 is 110 106 4.6 Greater part pledged under 1st Lien & Ref. 
bonds. Good grade. 
ist Lien & Ref. “F” 44s, 1981........... 129 90 1.4 1.4 102'.* 99 4.6 Almost equivalent security to issue above. 
—s ery Edison ‘ ' 
en. 5s, ME Ra asia oe aintars Sila Rissa hai 138 13 2.5 2.4 105 106 re . A ‘ 
Ref. 5s, 1951 tet wee as bate ah ak eek so 138 120 2.5 2.4 105* 106 { Proposing to issue $73,000,000 in 3%, s. 
__ Western United G. & E. 1st “a” 514s, 1955.. 26 26 bY a2 105* 104 5.2 Medium grade. 
e 
Industrials 
j Se ea = _— = - 
*Chile Copper Deb. 5s, 1947. ............... 31 31 9 a 101° 94 5.7 In ‘itself, bond i is a good one, and the general 
copper situation is improving. 
Crucible Steel Deb. 5s, 1940............... 13 10 5 p AE 101'.* 100 5.0 — improved. Now reasonably good 
nd. 
General Steel Castings ist “A” 53s, 1949... 17 17 def def. 107)" 7 8.3 Medium grade. 
I _ Houston Oil Sec. 54s, 1940. ; 9 9 0.0 $.3 101°, * 96 6.5 Reasonably good issue. 
| - Liggett & & “ao Tobacco Co. : . : 
a 5 er er reer ee 28 13 11.1 15.6 NC 132 2.9 Industrial obligation of the highest grade. 
\ Deb. og 198 SAE eR ee 28 15 pp He 15.6 Dt es 120 3.8 Junior to issue above, but still high grade. 
} = _ ols 
Strawbridge & Clothier ist 5s, 1948......... 10 10 1.5 ices 102). * ee - Caliber improved. Now good grade. 
| Swift & Co. 
: DR nie 6g ose 6 dub a bhe nse ese edees 46 21 5.4b Ss 102°. 103 ...  \bYear to 10.31.84. Proposing to retire both 
Ie Shin 6 akin 5 0 6 450-4:0's00500-+ 46 25 5 4b ae 102* 102 ... {| issues by a new first mortgage at 334 ‘% 
f Western Electric Deb. 5s, 1944.. Pe Sor 35 35 def def 105* 106 4.2 Deficit smaller. Strong bond. 
Wheeling Steel ist & Ref. (now ist) “B” er Wee ; 
NE i riinsg cial -< oo eink dAdo ede demas s' 26 26 4 1.4 102* 98 4.7 Position improved, Medium grade. 
_ Youngstown Sheet & Tube ist “AY = 1978.. 89 89 def def 105* 94 5.4 Medium grade. 
= ——————— 
| Short-Term Issues 
| Due date 
k Armour & Co. (Ill.) R. E. ist 4¥4s.......... 6.1.39 38 5 err 102!. 103 3.7 nYear to 10.31.34. Good bond. J 
} **xCumberland Tel. & Tel. Gen. 5s........... 1.1.37 15 2.9m 8.0m NC 107 1.9 m€Earnings Sou. Bell Tel. assuming co. High- 
| est grade. 
‘Edison Electric Ill. (Bos.) — 8s.. Mae Th 2.3 2.3 100). * 101 Sad High grade. Redemption likely. _ 
Phillips Petroleum Deb. 544s... 569k ee Ce 2.7 4.7 101* 103 4.4 Position improved. Calling part of issue. 
Texas Power & Light 1st 5s................ 6.1.37 25 1.8 bree 105 105 2.5 Of good investment caliber. — 
*Third Mevemns Thy Be AO Boiss oi cbc ciice ns 7.1.37 5 ois x ae NC 102 4.1 Among the stronger traction issues. 
| Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded and other debt, rent for 
leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, minority 
interest, etc. tAn entry such as 105 ’38 means the bond is not callable until 1938 at the price named. * Indicates that the issue is callable as a whole or 
in part at gradually decreasing prices. ** Our preferences where safety of principal is predominant consideration. * Our preferences where some slight risk 
may be taken in order to obtain a higher return. § Current yield. EE—Estimated. 
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INTERNATIONAL BUSINESS MACHINES CORP. 









A Blue Chip That Stayed Blue 


Leading Manufacturer of Office and Business Equip- 


ment Maintains Profit Position Throughout Depression 


“BLUE CHIP” in the glamor- 
A ous days of 1928 and 1929, the 

stock of International Business 
Machines remained a “blue chip” 
throughout the depression and is still 
a “blue chip” today. True, the stock 
sold down to the fifty-two level in 
1932, but it was a pretty good stock 
that went no lower than this at that 
time; besides there existed not the 
slightest excuse for such a price because, 
when the final result for that year was 
in, the company proved to have earned 
better than $9 a share. Even making 
due allowance for panic appraisal “‘six- 
times-earnings” for a company whose 
profits have grown from year to year 
almost without interruption since its 
formation in 1911 obviously was ab- 
surdly low. 

The activities of International Busi- 
ness Machines are quite diverse; they 
fall into a number of major classifica- 
tions. Of these, the most important is 
the manufacture of electric computing 
and tabulating machines, based on the 
Hollerith principle which was originally 
patented in 1889. While these patents 
have now, of course, ex- 


By J. C. Crrrrorp 


the user is that he is not required to 
make a large capital outlay and that 
he only rents in the first place, and 
keeps in the second, a system which 
is saving him money over old-fashioned 
methods. In other words, International 
Business Machines, before installing 
the equipment, makes a survey of the 
business and demonstrates that money 
can be saved. The advantage to the 
company is that earnings, instead of 
fluctuating wildly, remain relatively 
stable whether there be good times or 


bad. 
No Monopoly 


It must not be thought, however, that 
International’s machines for tabulating 
and computing enjoy a monopoly, for 
such is quite definitely not the case. Rem- 
ington-Rand, for example, makes equip- 
ment which is directly competitive, 
while ordinary adding and calculating 
machines are the source of much 
rivalry. 

Another major division of Interna- 
tional Business Machines’ activities is 


found in time-recording devices. The 
company manufactures in almost count: 
less variation time clocks and stamps, 
electric time systems, watchmen’s sig- 
naling systems, and _ interconnected 
time locks. These find a ready mar- 
ket among factories and office buildings. 

In addition, the company (either 
directly or indirectly) is a large manu- 
facturer of scales, coffee-grinders and 
meat slicers, whose outlets for the most 
part are found in the retail grocery and 
meat trades. Last year Dayton Scale, 
a subsidiary was sold to Hobart Co., 
in exchange for the stock of the latter. 
Both large and small industrial weigh- 
ing equipment is made also and this 
is often linked to counting and check- 
ing devices. 

Then there is the “electromatic” 
typewriter. This apparatus consists of 
a perforator which punches out a mas 
ter letter, very much on the order of a 
music roll for a pianola. This per- 
forated sheet can then be run through 
an automatic letter writer hooked up to 
an electrically operated typewriter to 
give one as many “personal” letters as 

might be required. 





pired, the company has 
protected its position by 
immediately patenting im- 
provements as they were 
developed. The Hollerith * 
system is one in which holes 
are punched in cards and 
then, when the statistical 
data so tabulated is re- 
quired, the cards are run 
through a machine whose 
electrical fingers make mani- 
fold tallies of the informa- 
tion which théy contain. 
The four machines which 
ordinarily make up a Hol- 
lerith system are rented 
rather than sold outright. 
This is of advantage to 
both the company and the 


DOLLARS PER SHARE 


4.00 





° 
1925 


BASED ON NUMBER OF SHARES OUTSTANDING END Of EACH YEAR 
STOCK DIVIDENDS 1925 20% 1928-30-3!-32 5% 1934 2% 


LARNINGS & DIVIDENDS 


CARNINGS 


DIVIDENDS 





1927 1926 1929 1930 193! 1932 


1933 


Finally, there are a num: 
ber of miscellaneous activi- 
ties. International Busi 
ness Machines owns the ex’ 
clusive world rights to the 
Filene-Finley __ translating 
system, by means of which 
speeches may be translated 
into different languages 
simultaneously, to the un’ 
doubted delight and grati- 
fication of the mixed audi 
ence at international con- 
ventions. The same com: 
pany also produces appa: 
ratus which transmits mes’ 
sages via wire, or radio 
(not quite perfected) and 
types out exact duplicates 
at the receiving end. 

International Business 


1934 








user. The advantage to 
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Machines does a large foreign business, 
its activities abroad embracing almost 
every country in the world. This for- 
eign business is said to be quite a fifth 
ot the total. Much of it is carried on 
through subsidiaries, incorporated 
abroad. There are major plants in 
Canada, Germany and France where, 
if they do not actually manufacture the 
machines, they assemble them from 
parts shipped from the United States. 
British tabulating business is in the 
hands of an English firm which bought 
the manufacturing rights and pays a 
royalty of so much a unit. 

At home, International Business 
Machines has gone in for simplification 
of organization. The company was 
formed as a holding company in 1911 
and remained completely so until 1933 
when it merged all its domestic sub- 
sidiaries. Domestically, therefore, the 
parent company is now an operating 
organization, which presumably makes 
for greater efficiency. 

Having retired the last of its out- 
standing bonds late in 1933, the capi- 
talization of International Business 
Machines has become of the simplest 
possible form. There are neither 
bonds, preferred stock 
nor bank loans, the sole 
ownership of the busi- 
ness resting with 703,- 
345 shares of common 
stock of no par value 
at least this was the 
number of shares out- 
standing at the end of 
last year and is the 
number on which the 
annual earnings were 
figured, but in January, 
1935, a stock dividend 
of 2% was paid, the 
first stock distribution 
since 1932. 

At first sight the 
company’s financial 
position is not remark- 
able for its strength, for 
which the sale of Day- 
ton Scale, to which ref- 
erence has been made 
previously, is partly to 
blame. At the end of 
1934 current assets were less than $6.- 
600,000, including cash of less than 
$2,000,000, while current liabilities 
were almost $3,000,000. On _ the 
other hand, a company without any 
debt on which the charges are fixed 
clearly requires a less strong current 
financial position than one which must 
pay interest come good times or bad. 
Also, it is to be remembered that in 
the case of International Business 
Machines a large proportion of the 
company’s revenue comes in steadily as 
customers pay their prescribed rentals; 
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the books reflect no credits for rentals 
that have not been earned. It is true, 
of course, that any great increase in 
the demand for the machines which 
are rented would call for large capital 
outlays that would be slow in return- 
ing, but it is to be doubted whether 
such a spurt is at all likely and, if it 
did occur, undoubtedly there would 
be no difficulty in obtaining temporary 
banking accommodation. Indeed, dur- 
ing this period of extremely easy 
money, unquestionably banks would be 
delighted to lend as large and consis- 
tent an earner as International Business 
Machines almost whatever it cared to 


ask, 
Recent Earnings Favorable 


For last year, the company reported 
net income, including the undistributed 
earnings of foreign subsidiaries, of 
$6,597,362 after interest, depreciation, 
Federal taxes and other charges. This 
was equivalent to $9.38 a share on each 
of the 703,345 shares of common stock 
outstanding. In 1933, earnings equiva- 
lent to $8.16 a common share were re- 
ported. Last year’s earnings were 
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somewhat under the peak of $7,700,000 
reported for 1931, but how many com- 
panies last year came even this close to 
their best past record? For the first 
quarter of this year the company’s net 
income was higher than in 1934—$2.47 
a share against $2.40 a share. 
Probably because it would like to be 
somewhat stronger in cash resources, 
the company’s dividend policy tends 
to the conservative. For 1930 the regu- 
lar rate was raised from $5 a share 
annually to $6 a share where it has 
remained ever since. In addition to 





this, stock dividends have been declared 
frequently, albeit irregularly. The 
last was 2%, paid at the beginning of 
this year, while prior to this 5% was 
paid in the first ten days of 1932, 1931 
and 1930. 

On the basis of the regular $6 cash 
dividend, the return which will be de- 
rived from the stock of International 
Business Machines at the current price 
of $174 a share is not large—less than 
3YA%. Even a 342% return, how- 
ever, from a company which is doing to 
ofice bookkeeping routine what In- 
ternational Harvester did to farming, 
is not to be despised in this era when 
the money market reveals a perfect glut 
of funds seeking investment. And 
this, of course, ignores the very fair 
prospect that the return in the next 
year or two will be increased, for the 
business is anything but static and it 
requires but little use of the imagina- 
tion to see almost unlimited possibility 
of expansion and improvement. 

This possibility of expansion and im- 
provement becomes the more definite 
when it is realized that International 
Business Machines pursues an active 
policy to this end. Last year, the com- 
pany did more work 
in its patent and engi- 
neering laboratories 
than ever before. The 
cost of this work was in 
the neighborhood of 
$856,000, a sum which 
was charged off com- 
pletely before arriving 
at the net earnings fig- 
ure. It was officially 
stated at the annual 
meeting held last month 
that there were a rec- 
ord number of new 
products under way. 

The tendency these 
days for large corpor- 
ate organizations to 
carry on active research 
activities seems to be 
growing and it is to be 
noted that those fol- 
lowing such a policy 
are usually the ones 
whose earnings most 
resist a decline in general business. 
When the turn comes, their recovery 
may not be as spectacular as some com- 
pany that previously had been on the 
verge of bankruptcy, but they gain and 
keep most of such gains as the business 
cycle swings downwards again. There 
is a logical reason for this performance; 
during depression the demand for old 
line products is curtailed, but the de- 
mand for new ones fresh out of the 
laboratory is against the general trend 
and earning power is thereby bolstered. 

(Please turn to page 98) 
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Leather and Shoes Point Up 


Present Price Trend Favors Both the Highly Speculative 
Raw Material and the Notably Stable Finished Product 


By Epwin A. Barnes 
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dustry for 

many years and despite its basic nature, 
and the importance which that term 
connotes, the industry has probably 
earned less and lost more for its cor- 
porate components than any other 
basic industry of comparable size. 

On the other hand, manufacturers 
of shoes, although closely associated 
with the leather industry, in fact actu- 
ally partaking of its activities, have had 
a much more profitable operating re- 
cord. Special factors favoring the shoe 
manufacturers have made this possible. 
Yet despite the ability of the boot and 
shoe industry to mitigate the grief 
which has overtaken the leather in- 
dustry in the past; it is also in a posi- 
tion to benefit by the same conditions 
which promise more profitable opera- 
tions for the tanners. In other words, 
the ties which link the two industries 
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are strong enough that shoe manufac- 
turers would welcome a period of sta- 
bility, while continuing sufficiently 
elastic to permit manufacturers to act 
with a measure of independence should 
adversity again threaten the tanners. 


Inventory Problem 


If it appears that shoe manufacturers 
have much the better of it, while the 
processors of the basic commodity con- 
tinually “hold the bag”, it is unusual 
only in so far as, in the instance of 
these two industries, it is due in part 
to conditions peculiar to the leather 
industry, and in part to conditions for 
which the leather industry must be 
held responsible. 

One of the major difficulties of the 
leather industry is centered in inven- 


facturer is at 
the mercy of the hide market. Wheth- 
er he makes a profit or suffers a loss 
depends almost entirely upon the course 
of hide prices during the time his prod- 
uct is being processed. 

For example, let us assume that the 
manufacturer purchases raw hides at 
10 cents a pound. The average hide 
weighs 50 pounds, out of which the 
manufacturer ultimately obtains about 
35 pounds of. leather. Prices for the 
finished product vary, depending upon 
the grade of leather, but for the pur- 
pose of illustration, 30 cents may be 
taken for the average price per pound 
which the manufacturer hopes to re- 
ceive, or $10.50 for a hide which cost 
originally $5, leaving $5.50 for costs, 
taxes, interest and profit. 

If in the meantime, however, hide 
prices decline to 8 cents a pound, the 
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manufacturer suffers on two counts. 
Leather prices will decline with hide 
prices and instead of 30 cents the 
manufacturer may have to sell his 
leather for 24 cents a pound. At the 
same time his inventory of both hides 
and leather has suffered a shrinkage in 
value. 

The process just described applies 
particularly to sole leather, which ac- 
counts for about 20% of the tanning 
industry. While less time is required 
in tanning other types of leather, mak- 
ing it possible to restrict losses in these 
grades in a falling market, it is clearly 
evident that the leather manufacturer 
is placed almost continually in the posi- 
tion of speculating on a rising market. 
But it is axiomatic that whatever goes 
up must come down, with the result 
that the business of leather manufactur- 
ing is either a feast or a famine. 


Monopoly Defeats Itself 


It was in 1893 that the present U. S. 
Leather was created as a consolidation 
of more than 150 independent sole 
leather tanneries—or about 58% of 
the total capacity in the United States. 
Objective: price control of hides and 
leather. But this objective was never 
attained with any considerable mea- 
sure of success and in fact was responsi- 
ble for intensifying competitive con- 
ditions. 

The attempts of 


Endicott Johnson and Brown Shoe now 
tan all or part of their leather require- 
ments. Somewhere between 15% and 
20% of the 357,000,000 pairs of shoes 
manufactured last year were probably 
made of leather out of the manufac- 
turers’ own tanneries. 

With the competition created by the 
packers and shoe manufacturers, there 
are also several hundred independent 
tanners, including at least four siz- 
able companies, which have been able 
to hang on since the war days when 
the industry was subjected to an ab- 
normal increase in productive capacity. 


Product Competition 


And over all of this internal compe- 
tition hangs the threat of leather sub- 
stitutes. Sole leather tanners look 
askance at the so-called composition 
sole, made largely of rubber and fea- 
tured on low-priced shoes. Obviously 
any appreciable rise in leather and 
shoe prices would play directly into 
the hands of this product. 

Moreover, competition has been 
sharpened by a diminished market. It 
is not difficult to visualize what has 
happened to the demand for leather 
harness with the predominance of the 
automobile. The demand for leather 
machinery belting has been reduced by 
the wider use of individual motors, 
and the export market, once an im- 





barked upon a cattle-slaughtering pro- 
gram which had for its objective the 
purchase and slaughter of 7,000,000 
head of cattle, as a means of render- 
ing financial assistance to cattle far- 
mers whose herds were gradually be- 


ing depleted by the drought. The 
beef was canned and stored for future 
use in unemployment relief and pack- 
ers were permitted to retain the hides 
in part payment for slaughtering the 
cattle and canning the beef. 

It was only by virtue of the violent 
protests made by leather and shoe 
manufacturers that the hide market 
was not completely demoralized. As 
it was, prices dropped from 91/2 cents 
a pound in June to 6 cents a pound 
in August. At one time the Govern- 
ment proposed to purchase the hides 
and convert them into shoes and 
leather clothing for the unemployed, 
but this idea was dropped and since 
last September the Government has 
been storing the hides in rented ware- 
houses. 


Stocks Overhanging the Market 


By the end of the year some 5,000,- 
000 head of distress cattle had been 
slaughtered and about 7,500,000 hides 
had accumulated in storage, of which 
about one-third were owned or con- 
trolled by Government agencies. No 
official indication has been given as to 
what ultimate disposi- 
tion will be made of 





U. S. Leather to con- 


trol prices were subse- 


the Government hold- 
ings, beyond the inti- 





quently responsible for ia 
the entry of Swift & 
Co., and Armour & 
Co., into the business 
of tanning both upper 
and sole leathers. Thus, 
did U. S. Leather 
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themselves on hide 
prices, for the business 
of leather tanning was 
merely a side-line, inci- 
dental to the main busi- 
ness of meat packing. 
Today Armour is rated 
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derly fashion. It re- 
quires about four years 
to raise a steer with a 
marketable hide and al- 
ready the sharp reduc- 
tion in cattle popula- 
tion during 1934 is 
causing commercial re- 











as the second largest 
tanner of sole leather 
and together the two packing com- 
panies may be credited with around 
15% of all the sole leather distributed. 

Adding further to the competitive 
difficulties of the leather industry, was 
the entry of the leading shoe manufac- 
turers into the tanning business— 
partly as a protective measure and 
partly in the interests of integration. 
Such companies as International Shoe, 
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portant outlet, has practically disap- 
peared with the increase in foreign 
tanning capacity. 

Certainly then the leather industry 
was ill prepared to cope with the 
series of events last year which threat- 
ened to literally choke the hide mar- 
ket and knock the props from under 
the price structure. 

Early in 1934, the Government em- 


ceipts to fall off, and 
they are likely to be unusually light 
throughout most of this year. This 
should result in a marked reduction in 
hide stocks and might eventually make 
possible the sale of surplus stocks with- 
out damage to prices. 

It is contended by leather men that 
a large part of the hides held by the 
Government are not suitable for heavy 

(Please turn to page 103) 





Sound Equities Which Should 


Resist Decline 


Presenting Demonstrated Earning Power, Finan- 


cial Strength and Prospect of Further Expansion 


By THe Macazrnge oF WALL Street STAFF 


Procter & Gamble Co. 


For more than 100 years the name 
of Procter & Gamble has been identi- 
fied with soap. Its “Ivory” soap is one 
of the best-known products in the coun- 
try and together with the company’s 
other brands, “Camay” and “P & G 
Naphtha”, accounts for nearly half of 
all the soap sold here. Soap is one of 
the most stable commodities and 
through good times and bad demand 
has remained constant. In addition to 








Earnings Per Share 
1935* 1934* Recent Price Div. Yield 
$1.71 $1.62 $48 $1.50 3.1% 


*9 mos. to March 31. 








its soap business, Procter & Gamble 
has developed a profitable food busi- 
ness, principally in “Crisco”, a vege- 
table shortening. This product ac- 
counts for, roughly, one-half of the 
company’s volume. In all it manufac- 
tures twelve major soap products and 
five edible products. In recent years 
P & G. has extended its activities 
abroad, with two plants in England 
and two in Canada. 

Finances of Procter & Gamble are 
typical of the average large and well 
managed enterprise in the United 
States, and with the retirement of its 
outstanding debentures early in 1934, 
there are only two issues of preferred 
stock (5% and 8%) amounting to 
$19,201,700 outranking the 6,325,087 
shares of common stock. The com- 
pany’s dividend record of uninter- 
rupted payments to common. stock- 
holders since 1890 testifies convinc- 
ingly not only as to its inherent earn- 
ing power but its established position 
in its field where competition is both 
plentiful and vigorous. 

Record high earnings were reported 
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in 1931, when many other businesses 
were well along into the depression. 
In the following year, however, earn- 
ings dropped sharply to the lowest 
point in recent years, a condition for 
which price-cutting among leading 
soap manufacturers was largely re- 
sponsible, rather than any appreciable 
loss in volume. But by the close of 
the 1934 fiscal year (June 30) recov- 
ery of earnings was well under way 
and net applicable to the common 
stock in that period was equal to $2.09 
a share. For the nine months to 
March 31, last, the common earned 
$1.71 a share as against $1.62 a share 
in the comparable period of 1934. 
For nearly eighteen months opera- 
tions have been at capacity and for 
nine consecutive quarters profits have 
averaged better than 50 cents a share 
on the common stock. 

At the present time soap prices are 
about 18% higher than they were a 
year ago, although still about 7% 
under 1931, but prices have not been 
advanced sufficiently to entirely off- 
set the increased cost of raw materials 
and the increased duty on imported 
soap oils. The company, however, 
has had the benefit of comparatively 
unchanged labor costs and large stocks 
of low cost inventories. As inven- 
tory values have risen, P. & G. has 
acted to protect itself against loss in 
the event of a possible decline in in- 
ventory later on and in each of the 
last two quarters has set aside sub- 
stantial sums out of earnings as a spe- 
cial inventory reserve. This reserve 
now aggregates $3,165,000 and may 
be counted on to be an important sta- 
bilizing factor in later earnings. 

The shares of Procter & Gamble 
are held in high regard from an in- 
vestment standpoint and this is recog- 
nized in the generous market ap- 
praisal which is given to the com- 
pany’s earnings. It is more than 
likely, however, that the current low 


yield on the stock will be enlarged 
this year by an increase in the pres 
ent dividend to $2, a rate readily sup- 
portable by earnings. If not an actual 
increase in the dividend rate, an extra 
of at least 25 cents is a definite pos- 
sibility. 


General Electric Co. 


In the first three months this year 
General Electric booked the largest 
volume of business for any similar 
period since 1931. New orders re- 
ceived fell just short of $50,000,000, 
a gain of more than $11,000,000 over 
the first quarter of 1934. The favor- 
able implications of this substantial 
increase in the company’s business are 
obvious, but added weight is given to 








Earnings Per Share 
1934 1933 
$0.59 $0.38 


Div. Yield 
$0.60 2.5% 


Recent Price 
$24 








them by the extent to which they re- 
flect the increased volume of heavy 
equipment sales. For some time Gen- 
eral Electric has been relying largely 
upon the sale of lighter forms of 
electrical equipment, particularly 
household appliances, but of late re 
habilitation programs and new plant 
construction by many industrial com- 
panies have been beneficial to this en 
terprise and give rise to the hope that 
the long awaited break-up of the jam 
in the durable goods industries is 
gradually materializing. 

General Electric, as is doubtless well 
known, is the largest enterprise of its 
type in the world and operations are 
conducted on a world-wide scale. The 
company’s finances are impregnable 
At the end of last year current assets 
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showed a ratio to current liabilities of 
about 1014 to 1, with cash and market- 
able securities of around $108,000,000 
comparing with current liabilities of 
about $17,500,000. On April 15, last, 
the company retired all of the 6% 
special stock and later this year the 
remaining balance of a small funded 
debt will be redeemed. The extent to 
which the common stock will be bene- 
fited by these developments is indicated 
by the fact that the savings in divi- 
dends formerly paid on the special stock 
will amount to $2,575,000 annually, or 
the equivalent to about 9 cents a share 
for the common. 

Last year, with the benefit of par- 
ticularly good business in the second 
and fourth quarters, the company 
earned $19,726,044 and the balance 
for the common stock was equal to 59 
cents a share, as compared with 38 
cents a share in 1933—the depression 
low. Profits in the initial three months 
this year amounted to 19 cents a share 
for the 28,845,927 shares of common 
stock, or 5 cents more a share than for 
the same months of 1934. While earn- 
ings are sull some distance away from 
the $2.24 level attained in the record 
year 1929, their present direction is 
favorable and adequate coverage is giv- 
en the 60-ceat annual dividend. 

Selling at 40 times last year’s earn- 
ings, General Electric common stock, 
judged by any reasonable standard, is 
not cheap. Yet there are few stocks 
which command greater respect from 
the investing public and assuredly this 
confidence is well founded in the com- 
pany’s long record of profitable opera- 
tions, skillful management and world- 
wide ramifications. 


Air Reduction Co. 


The matter of fluctuating raw ma- 
terial costs, one of the major problems 
of industry, is of little concern to Air 
Reduction for its principal raw mate- 
rial—air—costs it nothing. The com- 
pany is the leading producer of oxy- 
acetylene gases utilized in the cutting 





and welding of various metals. About 
Earnings Per Share 
1934 1933 Recent Price Div. Yield 
$4.93 $3.80 $119 $3.00* 2.5% 


*Plus extras. 








75% of its revenues are derived from 
the sale of these gases, while the re- 
mainder is contributed by the sale of 
the necessary equipment for using 
them. The nature of the company’s 
business is such that normally it de- 
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pends to a large extent upon activity 
in the building, steel, automobile and 
railroad industries, all of which have 
been among the chief sufferers of the 
depression. Nevertheless Air Reduc- 
tion has been able to maintain opera’ 
tions on a profitable basis throughout 
the recent lean years. 

In combating the depression, the com- 
pany, of course, was aided by low oper- 
ating costs, but of greater significance 
is the success which has characterized 
its efforts to develop a wider market 
for its products. Further, the company 
has extended to its scope to embrace 
the liquid carbonic field; it has become 
a leading manufacturer of “dry ice”; 
it holds a substantial investment in the 
U. S. Industrial Alcohol Co.; and 
plans are under consideration for fur- 
ther expansion 

Under this set-up the company failed 
in only a single year to earn the $3 
dividend. Profits in 1932 dropped to 
the equivalent of $2.73 a share. By 
the end of 1933, earnings were up to 
$3.80 a share and the same rate of im- 
provement was shown in 1934, with 
the 832,365 shares of capital stock 
earning $4.93 each. Comparing with 
earnings of $1.21 a share in the first 
three months of 1934, the shares in the 
same months this year earned $1.50 
each. Thus has the company made 
marked progress along the road toward 
recovery unaided as yet by any con- 
siderable improvement in the heavier 
goods industries or railroads. These 
remain potential sources of recovery 
business. 

In the meantime, however, the com- 
pany’s shares appear assured of fairly 
substantial earning power and the ex- 
cellent financial position presages con- 
tinuation of a liberal dividend policy. 
Extra dividends last year totaled $1.50 
a share. Coupled with the recognition 
given to the possibilities for further 
extensive expansion of the company’s 
field, these factors explain the liberal 
valuation which the market places on 
the shares. 


Ingersoll-Rand Co. 


Products manufactured in the plants 
of Ingersoll-Rand include air and gas 
compressors, rock drills, locomotives, 
oil and gas engines, pumps, condensers, 
pneumatic tools, air conditioning and 
refrigeration machinery, and general 
mining, tunnelling and quarrying ma- 
chinery. While this broad diversity 
of products should tend to relieve the 
company of dependence upon any par- 
ticular field or industry, it is quite ap- 
parent that, for the most part, the 
principal users of these products are 





among the heavy, or capital goods, 
industries. 

Yet Ingersoll-Rand has fared better 
during the depression than many of 
those industries with which its principal 
customers are identified. After earn- 
ings of nearly $5,000,000 in 1930, a 








Earnings Per Share 
1934 1933 
$2.97 $0.01 


Div. Yield 
$2.00 2.7% 


Recent Price 
$75 








moderate loss was shown in 1931 fol- 
lowed by a loss of nearly $3,000,000 in 
1932. In 1933, the company made a 
modest profit of $164,184. It was in 
1934, however, that recovery assumed 
genuine proportions, with net income 
exceeding $3,000,000 and net for the 
common stock rising to $2.97 a share 
as compared with 1 cent a share in the 
previous year. 

Despite the fluctuation in the com- 
pany’s earnings during the past several 
years, the common stock has retained 
more than a vestige of investment char- 
acter. Dividends have been paid with- 
out interruption since 1910 to common 
shareholders. Dividends were increased 
to a $4 basis in the second quarter of 
1929, but subsequently were reduced 
to $1.50 in the first quarter of 1933. 
Last July they were advanced to $2. 
While the maintenance of dividends 
throughout the late period of lean earn- 
ings has made it necessary to draw upon 
surplus, the company’s strong financial 
position permitted such action without 
detriment to working capital. At the 
end of 1934, current assets, including 
more than $14,000,000 in cash and gov- 
ernment securities, totaled $26,921,401. 
Current liabilities were only a little 
more than $2,000,000. 

Ingersoll-Rand is actively engaged in 
the air-conditioning field and earlier 
this year received a large order to fur- 
nish equipment in the new Sears, Roe- 
buck & Co. windowless building in 
Chicago. Possibilities for further de- 
veloping this field are regarded as par- 
ticularly promising. The increasing 
use of the Diesel engine, of which the 
company is a leading pioneer, is further 
indicative of the important potentiali- 
ties which lie ahead for Ingersoll-Rand. 
In the meantime, mining activities and 
construction projects should sustain a 
fairly active demand for pneumatic 
equipment. 

Preceded by only 25,255 shares of 
6% preferred stock, the 974,130 shares 
of common stock occupy a strong equity 
position. Present quotations for the 
shares reflect confidence that the com- 
pany will be an important participant 

(Please turn to page 97) 
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Never Forget the Taxes 


It was perhaps never more important 
than now that investors examine taxa- 
tion potentialities before making any 
commitment. Indeed, matters have 
come to such a pass that in some in- 
stances taxes, and their possible in- 
crease, loom larger than economic de- 
velopments. We wonder how many 
have bought silver stocks, solely on 
the basis of the American Government's 
silver plans, without consideration of 
any other factors that might enter into 
the situation. Many American com- 
panies are major silver producers in 
Mexico and consequently are affected 
by any taxes that might be imposed 
by our southern neighbor. These 
Mexican taxes are graduated and when 
silver hits $1 an ounce they amount 
to 24%; on anything above $1 the 
Mexican Government takes 75%. It 
tollows therefore that even should 
silver reach $1.29, the Administration’s 
objective, Mexican mines really would 
be operating on a price of about 84 
cents. American Smelting, U. S. 
Smelting and Howe Sound are among 
today’s popular favorites in connection 
with which this point should 


For Profit 


and Income 


petitive conditions in the marketing 
branch of the industry, there is an 
excellent chance that the price struc- 
ture will not be demoralized this year 
by excessive production of cheap gaso- 


line from illegal oil. Production of 
“hot oil” has been greatly restricted by 
the functioning of the Federal Tender 
Board. Reports from the East Texas 
field indicate that the peak of produc- 
tion there has been passed. Granting 
that the oil industry is subject to sud- 
den and unforseen changes, neverthe- 
less, the present background clearly 
indicates that the rather mediocre 
earnings results in the first quarter 
will be greatly improved upon in the 
current three months and in fact it 
would not be surprising if there was 
some advance in crude oil prices later 
on. 


* * * 


Government Buying 


A number of leading companies have 
recently received sizable orders from 
Uncle Sam, apparently in furtherance 
of the Government's work-relief pro- 
gram. Orders for road machinery and 





















tractors totaling $1,987,109 were 
placed with Caterpillar Tractor; Cleve: 
land Tractor, $2,649,740; and Allis 
Chalmers $400,129. General Motors 
received orders aggregating $9,175, 
192; Reo, $1,413,147; and Chrysler 
about $300,000. Ingersoll-Rand was 
allotted $232,494 for pneumatic tool 
equipment, while orders placed with 
the Chicago Pneumatic Tool Co., to 
taled $125,507. From this point on 
Government business should become 
increasingly important. 


Still Cheaper Money 


For some two years now, the price 
of fixed-income securities both bonds 
and preferred stocks has registered a 
steadily rising trend. Conversely, 
yields have drifted steadily lower. 
Yet, there are no signs of an end to 
the movement; money seeking invest- 
ment still backs up. The New York 
Clearing House Association has just 
announced that from now on no in 
terest at all will be paid on new time 
deposits payable within six months. 
Previously, one-quarter of 1% _ had 

been paid; now nothing. 


~ 




















be studied. — SK = ==] Also, savings banks which 
ale 5 lf! had been accustomed to 
Coming Dividend Meetings i} keep considerable sums in 
Improved Outlook for Approx. Probable Action | demand and cme deposits 
Oil | Company ate nae eon) || with the commercial banks 
| American Stores.......... May 15 Regular 50 cents. | and on which they re’ 
With the oil industr | American Sugar........... May 15 Same as last; 50 cents. can ; — 
etumea h StTY || American Tel. & Tel....... May 15 No change; $2.25. rey - i small = 
now en ering the Season og May 17 May declare special div. $1. | wi ‘ nenceforth — receive k 
of heaviest consumption, Beechnut Packing......... May 20 Regular 75 cents. nothing. It does not mean, | 
moderate advances in the | Chesapeake Corp.......... May 21 Same as ‘ast; 75 cents. of course, that the interest | 
oa rr : e | Commercial Invest. Trust.. May 16 Regular 50 cents and extra. . : . | 
rice of gasoline have been S , 
— gasol a have beer Commercial Solvents...... May 21 Semi-annual 30 cents expected. paid even? bank deposi i 
announced by practically all RR Tc Bo och a Mew 90 Regeier 03 chats. if tors has been cut, but it 
of the leading marketers. General Electric.......... May 24 Regular 15 cents. | does mean some reduction 
In view of the greatly im- General Rwy. Signal... ... May 23 Regular 25 cents. |} in the  bank’s — earnings 
proved statistical position nn alg td 4 (sone apg | which, coupled with the 
ot the industry it is not Mathieson Alkali....... : ‘i May 22 No change; 3714 cents. | lower return from other 
unlikely that further in- National Biscuit........... May 21 Less than 50 cents. | sources of income, may well 
creases will be made in the | ra sg ~~ wane May 88 Gamo as last; 25 cents. | foreshadow a cut for de 
: bs! : re wift & Co................ May 23 Regular 12% cents. . ts : eer 
near future. + cststihecaraa tt eee ly tOrignOR RIE May 21 Regular 98 conte. | positors. It is significant 
has been no important alle- || || that savings banks have lent 
viation in the severe com |! | (Please turn to page 104) 
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ing the Pulse of Business 





— Steel Operations Lower 


[NOR recovery in 

our Business Activ- 

ity index during the 
past fortnight is at least 
partly attributable to the 
putting into effect of higher 
freight rates on April 18, 
which caused a scramble to 
ship steel, coal and other classes of goods while the lower 
rates were still in force. During the week ended April 27, 
however, the steel ingot rate slipped back to the lowest level 
reported since the first week of January. Automobile produc- 
tion, which has risen to another new high for the year, still 
remains about the brightest spot in an otherwise rather 
confused business picture. Last year the peak in this indus- 
try was reached during the final week of April; but retail 
sales at the present time are holding up so well that present 
output, barring a serious spread of labor trouble, is expected 
to be sustained throughout the current month unless the 
threat of excessive stocks of trade-in cars proves too great 
an embarrassment to dealers. 

According to reports for March, public purchasing power 
is still somewhat higher than last year. Farm income, 
including benefit payments, showed a gain of 11% over 
March of 1934. Business payrolls, on the other hand, were 
about on a level with last year, owing to the circumstance 
that a 9% rise in factory payrolls was practically offset by 
reductions in other lines of activity. The National Indus- 
trial Conference Board estimates unemployment in March 
at 9,760,000, a decrease of 1.3% from the preceding month, 
but an increase of 3.9% over March, 1934. Based upon the 
Department of Labor's payroll reports for March, greater 


— Silver Holds Spotlight 

~— Gasoline Market Firmer 

— Excessive Liquor Supplies 
— Rail Earnings Shrink 


than seasonal expansion 1s 
under way in metal mining, 
prime movers, railroad car 
building, agricultural imple- 
ments, fertilizers, chemicals, 
cement, glass, paints, furni- 
ture, calculating machines, 
woolen goods, ice cream and 
confectionery, but in some seasonal decline is near. 

In view of the country’s sustained purchasing power, re- 

ports of retail sales outside the automobile industry are 
somewhat disappointing. Chain grocery sales for March 
were only 1% ahead of the previous year, compared with 
a 34% gain for the first quarter. Department store sales 
about equalled those of the preceding March in unit quan- 
tity; but were off 4% in dollar volume, owing to somewhat 
lower retail prices. This comparatively poor showing was 
probably attributable in part to the lateness of Easter this 
year, though April sales to date appear to have scarcely 
nade up the deficiency. In the New York Metropolitan 
area pre-Easter trade was only 1% ahead of last year, 
while retail sales of merchandise and of automobiles 
throughout the Middle-West were somewhat curtailed by 
dust storms and by fears of another poor: crop season. 
Shortly after Easter, however, an unexpected betterment in 
merchandise turnover was brought about by warm weather 
and a rising stock market. 

Thus while current conditions and prospects for the 
remainder of the second quarter appear to be rather uncer- 
tain, considerable encouragement for the third quarter may 
be derived from contemplated expenditures under the 
Work Relief Act and from distinct, albeit faint, signs of 
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spontaneous expansion in the demand for new investments 
and for capital goods. President Roosevelt says that 3,500,- 
000 people will be put to work if Congress passes his pet 
measures. The Association of Manufacturers expects 
private industry to employ 4,000,000 if those measures are 
not passed. Unless both sides are wrong, an autumn pick- 
up seems probable. Refunding operations in March were 
26% ahead of last March, while new capital raised through 
flotation of securities rose 9%. The April volume of financ- 
ing, mostly of a refunding character, is estimated at 300% 
ahead of last April's low total. Building permits in March 
were 75% ahead of last March in dollar volume, with new 
residences showing a 131% increase. Total construction 
contracts actually awarded in March, however, were 30% 
below last year, owing to the lull in Government-fostered 
projects. 


The Trend of Major Industries 


STEEL—Urgent shipments of steel prior to April 18, 
when the higher freight rates went into effect, caused a 
temporary slight increase in the steel ingot rate; but since 
that date operations have sagged again and, at slightly less 
than 44% of capacity are now at the lowest level since the 
first week in January. The spread of labor trouble among 
General Motors’ plants has caused some withdrawals of 
specifications for immediate shipment and, with the inevit- 
able delay in getting public works expenditures into circu- 
lation, prospects are rather slim for any substantial pick-up 
in steel production during the remainder of the present 
quarter—especially in view of the circumstance that there 
now appears little probability of any substantial increase in 
steel prices for third quarter delivery when these are posted 
around May 22. Major steel companies barely earned 
fixed charges during the first quarter; though most of the 
smaller independents made a surprisingly favorable showing 


METALS—Silver was again the sensation in non-ferrous 
metal markets, the price shooting up to 81 cents before 
reacting 5 cents. The Treasury, after raising its mint 
price to 77.57 cents, has thus far failed to take further 
action, hoping to confirm its belief that the recent rise was 
largely speculative. Meanwhile Mexico has recalled her 
subsidiary silver coins, 








and Ethiopia, who are on a silver standard. In other coun, 
tries, there might be a temporary trade disturbance when 
silver crosses the melting point of their silver coins; but, as 
in the case of Mexico, higher silver prices will be welcomed 
as soon as their circulating media can be adjusted to the 
new basis. 


TEXTILES—As larger operating deficits afflict the cot: 
ton mills, they become more articulate in their resentment 
against the processing tax of 4.2 cents a pound on raw 
cotton used. Southern textile mills have joined with North. 
ern mills to demand repeal of the tax. Japan, they point 
out, has to pay no processing tax. Consequently, with 
cheap labor, Japanese mills have been able to achieve a re 
markable rate of growth in textile products exported to the 
U. S. In the print cloth division alone, Japan sends this 
country 25% of all goods consumed. Although print cloth 
comprises only 1% of cotton products used by the U. §, 
this inroad in a special field has threatened to force some 
American mills into bankruptcy. 


PETROLEUM—With production now well under con- 
trol by both Federal and state authorities, a rise in gasoline 
prices is gradually spreading throughout the country and 
talk is even heard of a possible advance in crude prices. 


LIQUOR—Over-stocking by retailers of little known 
cheap brands has hurt the market for standard advertised 
brews, so that the first quarter reports of the larger distillers 
proved disappointing. Current business, however, is re 
ported to be improving. 


RAILROADS—Net operating income of the first 41 
roads to report for March discloses a decrease of 40% from 
last year; though gross was off only 4%. 


Conclusion 


While present indications point to the probability that our 
Business Activity index has already reached a temporary 
peak and that some further recession will take place before 
the present quarter is ended, contemplated expenditures 
under the Work Relief program together with signs of re- 

vival in the demand 





which had a “melting 
point” of 72 cents per 
fine ounce of silver con- 
tent, and is replacing 
these with paper cur- 
rency and with new 
coinage having a silver 
content based on our 
present statute price of 
$1.29 per ounce. The 
latter circumstance 
tends to support cur- 
rent rumors that the 
Treasury's next move 
will be to raise its mint 
price in one jump to 
$1.2929, leaving sup- 
ply and demand to de- 
termine the world 
price. It should be 
noted that the only 
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for new investments 
and for capital goods 
render it likely that a 
resumption of the re: 
covery movement will 
be witnessed during the 
third quarter. It is 
perhaps in keeping 
with current uncertain: 
ties that the indexes of 
Raw Material and 
Common Stock Prices 
have turned reaction: 
ary since our last issue; 
though bonds, gener’ 
ally speaking, have held 
firm under the stimulus 
of an abnormally low 
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1934 Indexes 1935 Indexes 
z —. Number ae aA; 
High Low Close of Issues (1925 Close—100) High Low Apr.20 Apr.27 May 4 
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58.9 35.2 55.5 13 Automobile Accessories.... 67.9 44.6 57.9h 55.1 55.6 
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84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 657.1 63.0 62.9 61.2 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 


you. 


It is subject only to the following conditions: 


Give all necessary facts, but be brief. 


J. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








GLIDDEN CoO. 


I am told that Glidden was recommended 
in THE MAGAZINE OF WALL STREET under 
$19. JI am interested, therefore, in know- 
ing if you are advising continued retention 
when it ts selling at 16 times earnings, and 
if vou believe it can continue to progress at 
the same rate as in the past two years.— 
B.D. S., Uniontown, Pa. 


For the five months ended March 
31, 1935, dollar sales of Glidden Co. 
registered an increase of 27% over 
those of the like period a year earlier. 
Net income for the period was $917,- 
698, equivalent, after allowing for divi- 
dend requirements on the 7% preferred 
stock, to $1.27 a share on the common 
stock, compared with $575,724, or 75 
cents a common share for the preceding 
comparable interval. This earnings 
improvement is understood to have 
been due principally to better prices 
and demand for the company’s food 
and chemical lines, although its paint 
and varnish business also showed in- 
creases. The demand for paints doubt- 
less is currently expanding, since there 
is a considerable amount of home reno- 
vating taking place as well as an ex- 
_ panding volume of new building as a 
result of the Federal Government's 
Housing Program. Glidden’s financial 
condition is strong, as evidenced by the 
balance sheet dated October 31, 1934, 
when current assets of $12,850,927, 
including cash alone of $953,376, com- 
pared with current liabilities of $3,- 
799,169. The common stock is pre- 
ceded by only 65,000 shares of pre- 


ferred stock (par $100) and $3,250,000 
514% Notes due in 1939. For a com- 
pany having assets of more than $29,- 
000,000, according to the latest balance 
sheet, the amount of funded debt out- 
standing is eminently conservative. 
Regular dividends are being paid on 
the common stock at an annual rate of 
$1 per share and recent quarterly pay- 
ments have been augmented by extras 
of 15 cents per share. In addition to 
the indicated increased demand for the 
company’s paint and varnish lines, its 
chemical and foods divisions give prom- 
ise of further improvement. Thus, 
despite the fact that you now have a 
good profit on your holdings, we can 
see no need to disturb your position in 
the issue at this time. 


ENDICOTT JOHNSON CORP. 


Now when Endicott Johnson common ts 
selling around its high for recent years, do 
you advise retention as an investment? 
Would you switch to a lower-priced issue 
with comparable yield? Do you think the 
employee participation plan puts a return 
to the former $5 rate into the distant fu- 
ture ?—M. U. G., Tampa, Fla. 


Endicott Johnson Corp. represents a 
thoroughly integrated unit in the shoe 
industry. In addition to tanning its 
own leather requirements, the company 
maintains a chain of retail stores 
strategically situated throughout the 
country, while distribution is further 
augmented through some 50,000 inde- 


pendent retail stores. For the fiscal 
year ended November 30, 1934, the 
company reported a net profit of $2, 
167,678, equivalent, after dividends 
on the 7% preferred stock, to $4.34 a 
share on the common stock, compared 
with $2,154,941, or $4.30 a common 
share for the preceding year. It is 
understood that the company produced 
approximately 10% of the nation’s 
footwear requirements in 1934. The 
company recently obtained a Govern: 
ment order for 294,400 pairs of shoes 
for CCC workers. Inventories were 
carried in the balance sheet dated No 
vember 30, 1934, at $14,780,145, 
against $12,906,644 at the close of the 
previous fiscal year. These inventories 
were for the most part acquired at 
favorable prices and the company is 
therefore well situated to benefit from 
any price advances which may come 
about for leather or shoes. While it 
is true that the employee participation 
plan tends to restrict the amount of 
profits which would accrue to stock: 
holders after the payment of $5 per 
share—employees are to receive half of 
annual profits after the payment of $5 
per share on the common—this plan 
has tended to decrease the probabilities 
of labor troubles, now a constant threat 
to many businesses. Considering the 
organization’s excellent financial con- 
dition, little question exists as to con- 
tinuance of the present $3 annual divi- 
dend, while increased earnings later on 
could readily result in the re-establish 
(Please turn to page 95) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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What Subscribers Say 


HESE unsolicited letters are 

not based on personal opin- 
jon but on satisfactory service. 
Hundreds of such letters are on 
fle. As a subscriber you would 
have received the same recom- 
mendations which brought us 
these comments. 


F.B. K. of Illinois— 

“We like your service and use it a 
good deal. Unfortunately, we did 
not take on American Bank Note, 
but we have just seen a nice profit 
accrue in National Distillers.” 

E.T. E. of Maryland— 

“| am very much pleased with your 
Forecast of the market. You cer- 
tainly put me_into both Chrysler 
and National Distillers at the right 
time. 

E.T. J. of Pennsylvania— 

“I believe The Forecast is compe- 
tent in giving safe and sane informa- 
tion and I like it very much.” 

M. W. H. of Ohio— 

“T like your service as well as any 
| have ever taken.” 

E. W. V. of Mexico— 

“Your service is excellent. [| be- 
lieve that it is the best all-round 
service available.” 

C. S. of Tennessee— 

“T find that if I had only bought 
what you advised I would have been 
better off. I am a new subscriber 
and | find that your foresight and 
predictions are much better than 
mine. 

F. B. P. of Connecticut— 

“I am well pleased with the results 
over the past six months.”’ 
J. S. T. New York— 

“Your splendid service has been 
of real value.”’ 

T. P. of Washington, D. C.— 

“I recognize your service as the 
most satisfactory of those that | have 
tried.” 

A. L. C. of New York— 

_ “Your service has been helpful both 
in keeping me informed as to prevail- 
ing conditions and profitable in im- 
proving my financial position.” 











14% Points Profit 
in One Stock! 


N Tuesday, April 23, we advised the acceptance of 14% 

points profit on Public Service of N. J. $5 pf.—Another 

illustration of the manner in which our analysts uncover sound 
securities offering outstanding profit possibilities. 


60 Points Profit to Date This Year 


Our record to date this year shows 78 points profit with 18 points 
loss—a balance of 60 points profit during 4 months of erratic 
and intricate market movements. In the letters herewith our 


subscribers tell you of their satisfaction with our counsel. 


Profitable Months Ahead 


During the coming months, individual stocks will advance 
materially reflecting the positive inflationary trend, gathering 
momentum in the recovery cycle, an earlier than seasonal dis- 
counting of a new peak in Fall business activity and the $4,880,- 
000,000 works relief program of the Administration. Of 
course, we will advise you definitely what and when to buy and 


when to take your profits. 


Subscribe Now! 


Place your enrollment with us at this particularly opportune 
time. A ‘“‘behind-the-market”’ silver stock now selling under 
51% is being recommended as an Unusual Opportunity. This 
stock will be sent you immediately in receipt of your enrollment. 
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I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
telegrams I select I will receive the complete service outlined by mail. 


Send me collect telegrams on all recommendations checked below. 


Short-term recommendations following important: intermediate market swings. 


to four wires a month. 
to act in 10 shares of all recommendations on over 50% margin. 
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Include a Complete 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street, 


NEW YORK, N. Y. 


I understand that regardless of the 
(3125 will cover an entire year’s subscription.) 


CABLE ADDRESS: TICKERPUB 


(Wires will be sent you in our Private Code after our Code Book has 


Three 


Three to five stocks carried at a time. $1,000 capital sufficient 


Speculative investments in low-priced issues that offer outstanding possibilites for mar- 


ket profit. 
capital sufficient to buy 10 shares of all recommendations on over 50% margin. 


Two to three wires a month. Three to five stocks carried at a time. 3500 


Dividend-paying securities entitled to investment rating, with good profit possibilities. 
One to two wires a month, 
sufficient to purchase 10 shares of all recommendations on over 50% margin. 


Three to five stocks carried at a time. $1,000 capital 
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Dividends and Interest 














MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
April 3oth, 1935 


The Board of Directors today 
declared a quarterly dividend of 
twelve and one-half cents (1234c) 
per share on the common stock 
— June 10, 1935 to stock- 

olders of record May 20, 1935. 


C. C. Carlton, 


Secretary. 


























Allegheny Steel Co. 


Brackenridge, Pa. 


Allegheny Steel Company has de- 
clared a dividend of 134% on their 
7% preferred stock payable June 
Ist to stockholders of record May 
15, 1935. A dividend of 25c per 
share on the common stock was 
also declared payable June 12th to 





stockholders of record as of May 
31, 1935. 
F, H. STEPHENS, 
Vice President and Treasurer. 








KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘“‘ODD LOT TRADING’’ 
John Muir & Co., members New 
Stock Exchange, are distributing 
booklet to investors, (225) 


WHEN TO BUY AND WHEN TO SELL 


The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (783) 


‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


pce dt REQUIREMENTS, COMMISSION 


J. A. Acosta & Co., have prepared a folder 
explaining margin requirements, commis 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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What 12 Stocks 
Do Experts Favor? 


URING the past four weeks the 
stock recommendations of leading 
financial authorities have centered about 
12 issues. The names of these favored 
stocks, the prices at which they are 
recommended, and the number of 
services which have advised their 
purchase are given in the current 
UNITED OPINION Bulletin. 
Experience ‘has shown that stocks 
recommended by three or more finan- 
cial experts almost invariably show bet- 
ter than average appreciation. 
O introduce to you the UNITED 
OPINION method of stock fore- 
casting—so successful during the past 
14 years—we shall be glad to send you 
without obligation this list of 12 out- 
standing stocks—a list available through 
no other source. 
Send for Bulletin W. S. 15 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 














| sTOCKS — BONDS 
"COMMODITIES — 

gn 
Cash or Margin Accounts 


Inquiries Invited 


J. A. Acosta & Co. 


; Members 
New York Stock Exchange 
Vew York Cotton Exchange 


Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 








POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG 6 
Accounts carried on conservative margin. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 











Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir& ©. 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 























A Message to Presidents: 


Create investor confidence in your securities 
by publishing your dividend notices, when 
declared, in these columns. Such _ publica- 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 


Street consistently for financial guidance. 
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ment of the $5 rate. We see no reason 
to disturb your holdings of the com- 
mon stock and counsel maintenance of 
your position therein for income. 


GUARANTY TRUST CO. 

I would like to have your impartial views 
on the desirability of holding Guaranty 
Trust shares through the current credit 
impasse. Do you foresee any develop- 
ments that might mean higher money 
rates, and a resumption of the $20 divi- 
dend rate? Do you recommend holding 
these shares for investment and income ?— 
LJ. W., Brooklyn, N. Y. 

As one of the leading New York 
City banking institutions, earnings of 
the Guaranty Trust Co. have naturally 
been adversely affected by continued 
low money rates and the resultant in- 
ability of the institution to profitably 
employ its vast resources. Reflecting 
this situation, directors of the company 
placed the stock on a $12 annual basis, 
with the payment of $3 a share on 
April 1, against previous payments of 
$5 a share quarterly. The super- 
abundance of bank credit available at 
the present time is clearly revealed by 
the recently reduced official Stock Ex- 
change rate for call loans. These are 
now quoted at 1%4 of 1%. In order to 
partially offset this situation, the New 
York Clearing House Association re- 
cently announced that no _ interest 
would henceforth be paid on time de- 
posit accounts. Previous to this ruling, 
the banks had been allowing %4 of 1% 
interest on such accounts. It is difficult 
to believe, however, that the present 
situation in the money market is a per- 
manent one. Certainly, with further 
improvement in general business, there 
will be an attendant increased demand 
for credit which should gradually tend 
to stiffen money rates. At the present 
time, the $12 annual per share dividend 
paid by the company seems well pro- 
tected by earnings. The book value of 
the stock as of March 31, last, was 
$296.81 a share, and the probabilities 
seems to favor an upward revision of 
dividends as soon as earnings justify. 
It is our suggestion, therefore, that you 
maintain your position in the stock on 
the basis of current income and longer 
term market potentialities. 


GRAND UNION CO. 


Please comment on the present position 
of Grand Union common shares. What do 
you think of its prospects? Do you advise 
holding 200 shares bought at 614? Would 
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the initial dividend. 


DIVIDEND NOTICE, 
PACIFIC LIGHTING CORPORATION 


Common Stock Quarterly Dividend No. 103 of 60 cents per share, payable 
May 15, 1935, to stockholders of record April 20, 1935. 

$6.00 Preferred Stock Quarterly Dividend No. 111 of $1.50 per share, payable 
April 15, 1935, to stockholders of record March 30, 1935. 

Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 











Gross OPERATING REVENUE . 
Depuct: 
Operating Expenses . 
Taxes . 
Depreciation . 
Total 
Net OPERATING REVENUE . 
Orner INcoME (Net) 
Total 
Depuct: 
Bond Interest . 
Other Interest — 
Amortization of Bond Discount 
and Expense . 
Total 
Less Interest Charged to 
Construction . 
Net IncoME BerorE DivipENps 
DiviDENDS OF SUBSIDIARIES: 
Preferred Stock . 
Common Stock— Minority 
Interest 
Total 
REMAINDER— 
CoRPORATION 


DIVIDENDS ON CoMMON Stock 


REMAINDER TO SURPLUS . 





ACIFIC LIGHTING CORPORATION 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and Dividends 
for the Twelve Months Ended March 31, 1935 


$19,663,225.22 


APPLICABLE TO Paciric LIGHTING 


DIVIDENDS ON PREFERKED STOCK . 


REMAINDER— APPLICABLE TO COMMON STOCK 


Amount Per Share Applicable to Common Stock 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA 


$45,268,954.16 


6,168,928.56 
6,583,485.99 
32,415,639.77 
$12,853,314.39 
343,603.80 
$13,196,918.19 


$4,960,318.41 
26,546.21 








276,113.47 
$5,262,978.09 


5,231,890.95 


$ 7,965.027.24 


31,087.14 


$1,525,658.47 


165.00 
- 1,525,823.47 


$ 6,439,203.77 
1,179,990.00 

$ 5,259,213.77 
4,584,598.35 
$ 674,615.42 
$3.27 
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you suggest averaging down at current 


prices?—L. S., Montgomery, Ala. 

Because of the continued downtrend 
in earnings, the directors of Grand 
Union Co. halved the $3 annual divi- 
dend on the preferred stock, earlier in 
the year. Even though the income 
from this enterprise’s chain grocery 
store system, which usually accounts for 
about 80% of sales volume, showed an 
increase, this was not sufficient to coun- 
teract the earnings decrease from its 
western wagon route division. How- 
ever, the latter is understood to have 


been completely reorganized and from 
now on is expected to make a better 
showing. For 1934, net income of 
$284,621 was reported equivalent to 
$1.78 for each of the 159,550 shares of 
the $3 cumulative preference stock 
while in 1933 net income was $344,816 
or $2.16 a share on the preferred stock. 
The company has been operating in 
the face of higher costs, together with 
increased competition necessitating a 
narrower profit margin. However, the 
financial position of the company at the 
last report was sound and it was re- 
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cently reported that store sales for the 
13 weeks ended March 30, this year, 
showed a gross of $6,838,922 compared 
with $6,734,538 for the same period of 
last year, or an increase of 1.5%. 
Taking that fact into consideration, 
together with the possibility of less 
pressure under the various NRA 
codes, the common might very easily 
show more favorable marketwise action 
over the medium term. Then, too, 
while expenses will probably remain 
high, increased sales, concurrent with 
a return to more normal economic con- 
ditions, should prove an offsetting fac- 
tor. Because of the uninspiring near 
term outlook, however, we are not re- 
commending averaging down at this 
time, although we do not advocate dis- 
turbing your present holdings. 


REPUBLIC STEEL CORP. 


! wonder if I have missed any recent in- 
formation published on the Republic Steel 
situation. I have 150 shares averaging 
1434 and do not know whether to take my 
loss or hold.—O. McF., Syracuse, N. Y. 


Improved conditions in the steel in- 
dustry during the initial quarter of 
the current year enabled Republic Steel 
Corp. to not only cover its preferred 
dividend requirements for the period, 
but to show a sizable balance for the 
common. Net income for the period 
amounted to $1,834,235, compared 
with a net loss of $1,266,270 for the 
preceding quarter, and $2,998,600 loss 
for the September quarter. For the 
initial quarter of 1934, the company 
reported net loss of $58,682. As you 
-may know, the Government is seeking 
to prevent the proposed merger of the 
subject company and the Corrigan, Mc- 
Kinney Steel Co. on the basis that such 
a consolidation would be contrary to 
the anti-trust laws. The outcome of 
this suit is impossible to predict with 
certainty at this time, but it would 
seem that the company has a good 
chance of carrying through its merger 
plans. Certainly, there is much to be 
said in favor of the merger from the 
company’s standpoint, since its com- 
petitive position would be materially 
improved thereby, greater operating 
economies made possible, and the at- 
tendant recapitalization would clear 
the way for dividends on the common 
stock at such time as earnings war- 
ranted. There will probably be some 
seasonal tapering off in operations and 
earnings during early future months, 
but results for the full year likely will 
compare favorably with those of 1934 
when the loss of $3,459,428 compared 
with one of $4,049,254 in 1933. If 
you are willing to assume the risk in- 
herent in a situation of this type and 
retain your holdings with a view to 
the benefits possible in the event that 
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the proposed merger is consummated 
and business improves further, we can 
see no reason to oppose such a course 
at this time. 





FOX FILM CORP. 


A new subscriber, I will appreciate your 
aavising me what course to take on 100 
snares of Fox Film “A” bought at 12%. 
Do you think present prices fully anticipate 
seasonal slackness—and that the stock 
would do better from now on?—A. P. R 
Hollywood, Calif. 


In 1934, Fox Film Corp. reported a 
net profit of $1,273,069 equivalent to 
52 cents a share on the combined class 
A and B stocks outstanding. No com- 
parison with previous results is possible 
inasmuch as the corporation was re- 
capitalized in 1933. However, for the 
13 weeks ended April 1, 1933, the 
period just prior to recapitalization, 
operations showed a loss of $557,122 
and for the subsequent 39 weeks ended 
December 30, 1933, a profit of $1,410,- 
793 was realized, without tax reduc- 
tions. First-quarter earnings for 1935 
of 25 cents a share on the A and B 
stocks compared with a loss for the 
similar period of 1934. The new 
management has taken decided hold 
and improved the financial position 
of the company materially, as is 
shown by the balance sheet at the last 
year-end, when current assets, includ- 
ing cash of $4,499,462, totalled 
$19,570,046 compared with current 
liabilities of $4,442,246. During the 
latter part of last year reorganization 
of National Theaters Corp. (formerly 
Wesco Corp., a wholly owned sub- 
sidiary) was started. As a result of 
this procedure the subject company 
may once again, before the expiration 
of 1935, benefit from any restored 
earnings this most important group 
may enjoy. This rehabilitation repre- 
sents the culmination of a very ambi- 
tious long-headed plan on the part of 
the management. Not only is the 
motion picture industry giving every 
evidence of improvement, but also as 
industrial recovery goes ahead, even 
greater earnings may be expected. 
Consequently, we see no immediate 
need to disturb limited holdings of the 
subject stock, despite its inherently 
speculative characteristics. 


TEXAS GULF SULPHUR CO. 


Please comment on the outlook for 
Texas Gulf Sulphur. Do you think pres- 
ent weakness due to failure to earn 1934 
dividends? Would you continue to hold as 
a good long pull speculation?—T. V. N., 
Boise, Idaho. 


It is true that the weakness in Texas 
Gulf Sulphur may be partly attribut- 
able to the fact that in 1934, the com- 


pany did not cover its dividend rate, 
but at the same time, it is well to bear 
in mind the fact that the income for 
1934 is not entirely comparable with 
previous years, when the company re. 
ported net income after depreciation, 
but before amortization. In addition, 
in 1934 Texas Gulf Sulphur acquired 
the Delaware Gulf Oil Co., a sub 
sidiary of Gulf Oil Corp., in exchange 
for 1,300,000 shares of capital stock, 
and $650,000 cash. Last year, the in 
come account is more detailed than 
that in the years previous, and in addi 
tion to this’ fact, shows charges for 
amortization. For the year ended De- 
cember 31, 1934, this company reported 
a net profit of $6,958,476 equal to $1.8] 
a share on the 3,840,000 shares of no 
par capital stock as compared with 
$7,443,613 or $2.93 on 2,540,000 
shares in the previous year. The finan- 
cial condition at the year-end was 
strong, however, with current assets, 
including $6,111,676 in cash and $3, 
034,283 in U. S. Treasury notes and 
certificates, amounting to $25,083,172 
and current liabilities of only $1,531, 
540. 

With this sound financial position, 
it is probable that the $2 dividend 
is safe over the medium term, and 
earnings can be expected to expand. As 
to the future, the company’s products 
are essential to numerous industries and 
only recently officers and engineers of 
Texas Gulf Sulphur estimated the pres 
ent sulphur reserves were sufficient to 
last for a period of forty years at the 
present rate of consumption. In the 
light of these facts about this company 
which is far and away the leader of the 
industry, we feel that you would do 
well to hold the stock as a good long 
pull speculation. 


SUN OIL CoO. 


Now that it is around the high for the 
year, would you advise sutching from Sun 
Oil common (bought at 44 when you re- 
commended it in vour Magazine) and put- 
ting the proceeds into some other issue now 
more attractively priced?—C. F. M.,, 
Tacoma, Wash. 


You may be sure we can appreciate 
your desire to take advantage of the 
very sizable profit which you now have 
in your Sun Oil Co. holdings. The 
company is going into its best earnings 
period of the year at the present time, 
however, and consequently, we are re’ 
luctant to recommend its sale at this 
time, despite the fact that currently it 
is selling close to the high of the year. 
In 1934, this company produced ap: 
proximately 11,200,000 barrels of 
crude oil from its own wells and re’ 
vealed a net income of $6,650,454, 
equivalent after the $6 preferred divi- 
dend requirements, to $3.20 a share on 
the common stock against $6,971,844 
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of $3.68 a share on the common in 
1933. At the year-end, of the total 
current assets of $26,912,544, close to 
$5,345,000 was in cash alone, and cur- 
rent liabilities were $10,652,080. The 
company’s capable management has 
not only maintained a sound financial 
osition but has reduced substantially 
its funded debt, by retiring on March 
20 at 100 and interest approximately 
$2,944,000 5% notes due on July 1, 
1934. Later on September 7 the entire 
jsue of $7,597,000 544% debentures 
due September 1, 1939, was redeemed 
at 101 and interest. The company’s 
distributing facilities are so placed as 
to cover the northeastern section of this 
country as well as in Canada, and 
“Sunoco” oils are widely distributed 
in Europe, South America, Australia 
and the Far East. These factors, taken 
in conjunction with the company’s abil- 
ity to report favorable earnings during 
the period when many of these in the 
industry were showing — substantial 
losses, lead us to believe that the shares 
have definite long pull attraction at 
current levels. 


GENERAL CIGAR CO. 


1 am undecided on the advisability of 
continuing to hold General Cigar common 
bought at 34% im 1933. Please advise me, 
particularly from the angle of why the 
stock isn’t now selling higher on the basis 
of the generous dividend policy.—H. K.., 
St. Paul, Minn. 

While it is perfectly true that Gen- 
eral Cigar common seems on the sur- 
face to be selling too low in relation to 
last year’s dividend totalling $7 per 
share, it should be borne in mind that 
$3 of that amount represented an ex- 
tra payment. True, another extra of 
like amount was paid early this year, 
but this liberal policy has been made 
possible largely by the company’s ex- 
ceptionally strong financial condition 
and cannot be regarded as a permanent 
one unless, of course, earnings justify. 
Last year’s statement of earnings re- 
vealed net income otf $2,333,545 
equivalent, after allowing for dividend 
requirements on the $7 preferred stock, 
to $4.19 a share on the common stock. 
This compared with net of $721,520 
or 78 cents a share on the common 
stock for the preceding year. Cur- 
rently, the company is believed to be 
enjoying a larger sales volume than 
last year, but this is probably largely 
offset by increased costs of raw mate- 
rials and labor. Thus, earnings for the 
full year 1935 appear likely to approxi- 
mate those of 1934. Considering the 
extreme competitive situation existing 
in the low-priced cigar field, the record 
of the company during recent years 
certainly attests to the ability of the 
management and is an indication of 
what may be expected in the way of 
earnings upon further broadening of 
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The public utility system of 


Standard Gas and Electric Company 


serves 1,659 cities and towns of twenty states . . . combined 
population 6,000,000...total customers 1,644,345...installed 
generating capacity 1,582,479 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 




















public purchasing power. Moreover, 
the company’s strong financial condi- 
tion and relatively good earnings pros- 
pects seem to assure continuance of the 
regular $4 annual rate on the common 
stock. As a matter of fact, additional 
extras are distinctly possible, although, 
as pointed out above, these should not 
be given too much weight in appraising 
the investment merit of the shares. On 
the basis of the regular dividend alone, 
however, we feel that the shares should 
be retained. 





Ingersoll-Rand Co. 
(Continued from page 85) 








in the resuscitation of the heavy indus- 
tries and in many respects the shares 
are a commendable medium for the in- 
dividual investor to participate in that 
event. 


Beech-Nut Packing Co. 


Beech-Nut Packing Co. is one of that 
exclusive group of companies which 
have not only paid, but earned regu- 
lar dividends throughout the depres- 
sion. From the high level of 1928, 
when the company’s shares earned 
$6.51 each, there was a gradual de- 
cline in profits reaching the low point 
in 1932. Even in the latter year, how- 
ever, profits were equal to $3.78 a share 








Earnings Per Share 
1934 1933 Recent Price 
$4.37 $4.12 $82 
*Plus extras. 


Div. 
$3.00* 


Yield 
3.6% 








on the common. The following year 
brought a modest recovery in earnings 
to $4.12 a share and the upturn was 
extended further in 1934 with the com- 
mon earning $4.37. During all these 
years stockholders received dividends 
of $3 a share annually. Last year ex- 
tras totalling 75 cents a share were paid 
and an extra of 50 cents was paid on 


April 1, last. With the background of 
this highly satisfactory record, the 
shares have found steadily increasing 
investment favor. 

Like many another American enter- 
prise, the present company is the out- 
growth of a small local business. The 
first products were ham and bacon. 


‘Since then it has ventured into numer- 


ous other lines, with new products be- 
ing introduced from time to time. At 
the present time the Beech-Nut brand 
covers a wide variety of products in- 
cluding jellies, peanut butter, spaghetti, 
macaroni, catsup, pork and beans, beef, 
chewing gum, confections of the popu- 
lar variety, coffee and fancy crackers 
and biscuits. Although the com- 
pany has concentrated its manufac- 
turing facilities in the East, distribu- 
tion is national through all of the large 
chain stores and a host of independent 
dealers. Broad scale advertising is an 
established feature of the company’s 
merchandising policies. 

During the recent years of restricted 
public purchasing power, the decline 
in the company’s earnings may be ac- 
counted for almost entirely by the re- 
duced sales volume of its higher-priced 
quality foods, while the sale of chew- 
ing gum and packaged candies has held 
up unusually well and contributed the 
major portion of earnings. More re- 
cently the sale of other products has 
improved, although the rise in costs 
has prevented profit margins from more 
fully reflecting the larger sales volume. 

While the company’s earnings in the 
first quarter this year were equal to 93 
cents a share on the common, contrast- 
ing with 87 cents in the same months 
last year, further recovery is likely to 
be gradual rather than marked. From 
a strict investment standpoint, how- 
ever, the absence of dynamic earnings 
prospects is no serious detriment. 
Further strengthening the investment 
position of the common shares, is the 
fact that, aside from 45 shares of 7% 
preferred stock, they have sole claim 
on earnings. Financial position is ex- 
cellent. All in all, the shares qualify 
readily for acceptance as a conservative 
medium for income and security. 
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A Revolution in Building 
Construction Gathers Force 


(Continued from page 71) 








Insulated Steel Construction Co. 
also concentrates on the “chassis” alone, 
using steel sheets stamped and welded 
into room-high hollow panels up to 
eight feet wide, the hollow space being 
filled with mineral insulation. Attached 
to the foundation and fastened to each 
other, these panels are strong enough 
to carry any necessary structural load, 
doing away with frame. 

The Steelox Co., affiliated with 
American Rolling Mill and, for distri- 
bution, with Sears, Roebuck, also uses 
steel panels which serve both as wall 
surfaces and frame. Its present line 
includes school houses, poultry houses, 
stores, garages and warehouses; and 
four models of two to five-room dwell- 
ings, prices of which range from $500 
to $1,350, complete with plumbing 
and lighting fixtures, kitchen and other 
necessary equipment, plus 4-inch-thick 
insulation. Cost of foundation and 
erection is estimated to add from $75 
to $400 to the price. 

Weyerhaeuser Timber Co. has re- 
cently completed its first demonstration 
house, using room-high panels made of 
vertical boards and battens. No base- 
ment is provided, heating and air con- 
ditioning equipment being placed in a 
special closet. Prices on this line are 
expected to range from $1,500 to 
$5,000. Of National Houses, Inc., 
no details are yet known. 

There has been much futile discus- 
sion of the appearance of pre-fabri- 
cated houses, arising out of the circum- 
stance that several most widely publi- 
cized have flat roofs. These are struc- 
turally logical and less expensive than 
peaked roofs, but do offend some eyes. 
On the other hand, there is nothing 
in the method which precludes peaked 
roofs. Some of the present models, 
including those of Steelox and all of 
the sectional lumber houses, are in tra- 
ditional design so far as roofs are con- 
cerned. The others can be modified 
readily in accordance with public de- 
mand, if that demand declines to be- 
come educated to the flat-roof idea, 
which—incidentally—is far in the lead 
in recent nation-wide architectural 
contests. 

Finally, the biggest field for pre- 
fabrication is in the mass market, well 
under $5,000 and preferably under 
$3,000. If anyone is horror-struck at 
the idea of standardization in this field, 
let him take a look at the scores of 

lumber or brick-veneer _ structures, 
identical in appearance and arm-length 
from each other, now “decorating” 
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the landscape in thousands of working 
class communities around all cities. 
By the thousands, these poorly built 
and highly standardized dwellings were 
sold to hapless buyers in the boom 
years at anywhere from $4,000 to 
$8,000. 

Of the companies in the field today, 
Steelox appears nearest to brass tacks 
in going after the low-price mass mar- 
ket. Various others undoubtedly will 
follow suit. 

On the whole, a promising start has 
been made; and one can make bold to 
predict that technological progress at 
last is on the threshold of a new and 
significant era in American housing— 
a prospect of hopeful long-term impli- 
cations to general business activity. 





International Business 
Machines Corp. 


(Continued from page 81) 








For example, largely because of their 
research policies and the constant 
stream of new products that they de- 
veloped, iione of the really important 
chemical companies in the country 
registered a loss even for that year of 
terrible business, 1932. 

Thus, stockholders can hardly quar- 
rel with the management of Interna- 
tional Business Machines over large 
expenditures for development, even 
though part of such work may show no 
cash returns for years, for the policy 
has been demonstrated sound in prin- 
ciple countless times. Although stress- 
ing the importance of research for new 
and improved machines, it must not be 
thought that the company has ex- 
hausted the possibilities of existing mar- 
kets. There is still a large market for 
present products right here in the 
United States. Moreover, it is ex- 
panding; managements need to know 
more about their business than form- 
erly, corporations are larger and more 
complex, while government adds to the 
intricacies of bookkeeping by new 
taxes and demands for statistics. 

Nor must one forget in this case, 
the potentialities of the foreign mar- 
ket. These are very large, and growing 
larger, for what has been said of busi- 
ness in the United States applies to the 
whole world. Thomas J. Watson, 
president of International Business 
Machines, said recently that his com- 
pany’s activities in South America were 
growing very fast and that Brazil and 
Germany were the two best customers 
in 1934. There is, of course, the old 
foreign exchange transfer problem 
working against American exports gen- 
erally and _ International Business 
Machines’ foreign markets undoubt- 





edly would be the broader if we as @ 


nation could only get it through our 


heads that foreigners must sell if they 
are to buy. Not even this, however, 
serious as it is, seems likely to prevent 
the progress abroad of something s0 
nearly “unduplicatable” as a modern 
American business machine. 





The Dilemma of A A A 
(Continued from page 69) 
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coming harvest. The A A A did in- 
tend to give subsidies to the wheat 
farmers just the same, but the question 
has been raised as to its power to do 
so where there is no quid pro quo on 
the farmer's part. 

Wheat is already up, but our farm- 
ers have none to sell. Strange as it 
must seem in a country accustomed to 
hold a place in the front rank of the 
wheat exporters, it is today altogether 
an open question whether we are to 
harvest enough wheat this year to cover 
our home needs. It depends very 
largely upon the growers of Spring 
wheat in the Northwest, and so far the 
crop news is not conclusive. Spring 
wheat is usually about one-third of our 
harvest. Conditions are none too good 
and there is not only a possibility, but 
a probability, that we will import 
wheat during the coming crop year un- 
less weather conditions improve 
greatly and at once. The country 
needs the old-fashioned, one-time cus- 
tomary “everynormal granary,” the 
stackyards holding crops sometimes in- 
to the third year waiting for a market 
before thinking of threshing. If the 
huge Kansas crop of 1931 had gone to 
the stackyard instead of through the 
combine it would have made a different 
story. Evidently there is more “busi- 
ness” in agriculture than is good for 
it More stackyards and fewer com- 
bines would be a great help. 

The act continuing the processing tax 
and the control plan as to tobacco met 
with a disastrous set-back in the Fed- 
eral Court in Kentucky where the 
Kerr-Smith Tobacco Control Act was 
held unconstitutional and certain taxes 
which had been collected were ordered 
to be returned to the payers forthwith. 
The criticism of the Court was caustic. 


A Legal Battle Impends 


The whole situation has not been 
helped by the attitude of the Secretary 
of Agriculture who is quoted as hav- 
ing permitted himself to say, comment- 
ing upon the complaints of New Eng- 
land cotton mills, that “the processing 
tax hasn’t injured the textile industry 
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of the processing tax is just a smoke 
screen by the manufacturers,’ and 
much more in the same vein. Quite 
naturally the fat went into the fire 
and is still blazing. When the tax is 
equal to a large percentage of the pay- 
roll, the complaints can hardly be so 
lightly characterized. Some of the New 
England mill men are taking their 
erievances to court and opening a 
broadside against the idea of taxing 
consumers for the benefit of one class 
of producers. 

The battle is most decidedly on and 
there is no way of guessing at the re- 
sult, other than if one feels the continu- 
ance of crop control and benefit pay- 
ments to be fundamentally unsound, 
then one feels that abandonment is 
only a matter of time, the problem in 
such case being the amount of harm 
done in the meantime. 

There is also to be considered the 
very obvious consequence that if the 
present policies of AAA are contin- 
ued, processing taxes will be much more 
numerous covering all forms of produc- 
tion of commodities and they will un- 
doubtedly be higher rather than lower 
and dictatorial control more rigid. 

Disbursements in rental and benefit 
payments from the organization of 
AAA, May 12, 1933, up to March 
1, 1935, add up to $630,606,962 and 
related expendituses, such as payments 
for the little pigs that were killed and 
drought stricken cattle destroyed to 
some $214,657,202. Rental and bene- 


$221,182,638; wheat, $158,625,961; 
tobacco, $24,053,184; corn hog pay- 
ments, $223,453,054; sugar, $3,292,- 
124. Up to the same date, March 1, 
the returns from processing and re- 
lated taxes totaled $731,982,189. 


“America Must Choose”’ 


Aside from all of this present com- 
plication there is a more serious phase 
of the present struggle. 

Not very long since our Secretary of 
Agriculture published a widely pro- 
claimed booklet, “America Must 
Choose,” in which he rightly enough 
pointed out the necessity for a choice 
between national isolation and a re- 
sumption of foreign trade and com- 
merce. Now, the same author might 
well prepare a second booklet under 
the same title, this time it being Amer- 
ica’s lot to choose between the govern- 
ment of law, under which the country 
has lived up to the inauguration of the 
present administration, and a govern- 
ment of men, where the citizen becomes 
very largely a subject. 

We are face to face with a momen- 
tous decision, one which must, if it is 
not too daring to say so, one which 
must fundamentally affect the future 
of our country and the lives of future 
generations. The AAA is much 
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fit payments, by commodities, cotton,’ 


more than a current political issue, 
temporarily affecting cotton and the 
textile trade. Its present contentions 
for a broader scope of activity, greater 
authority and added powers of control 
involve the basic philosophies of Occi- 
dental civilization. 

To ignore our agrarian discontent 
and distress would be absurd and inas- 
much as the phase of affairs with which 
we have to deal arises out of that dis- 
content and distress, we should properly 
begin with an analysis thereof and the 
reasons for its existence. To begin 
with we should then take a look at 
agriculture. There is a school of 
thought which proclaims that “farming 
is a business,” that the farmer must 
sell everything which he produces and 
buy those things which he consumes, 
that to aid in establishing the self- 
sufficient farm is to “plan for perma- 
nent poverty,” that the small self-suffi- 
cient farm is a part of a “great dirt con- 
spiracy.” 

The man who wants to make money 
should not stay on the farm. The man 
who has the farmer’s instinct truly 
within him does not worry much about 
making money. We have set up much 
machinery of one kind and another to 
give so-called aid to the farmer, but we 
kept before him all the time the idea 
of money profit. No system that man 
can devise is ever going to make farm- 
ing a calling in which farmers accumu- 
late profits, nor is there any system 
short of complete “economic plan- 
ning” that is ever going to take the joy 
and satisfaction out of the independent 
life of a true farmer, who places the 
right value on his kitchen garden, his 
orchard, berry patch, his root cellar, 
smoke house, milk house and all that 
goes therewith. 

This writer has just returned from 
one of the great truck raising sections 
of the country, where, when there was 
a market for it, a few years ago, the 
land sold for all the way from three 
hundred to a thousand dollars an acre. 
Today, as he was told, more than half 
of the people are “on relief.” He was 
not surprised, he saw beautifully tilled 
fields, clean of weeds, but not a kitchen 
garden, not an orchard, no smokehouse, 
just a very few pigs, not a pasture lot 
with the result that all livestock looked 
like eyesores. Good farmers, these 
truck growers, but they went broke 
trying to make money; they failed in 
estimating those accessory values al- 
ready named and the worth of the 
paint pot, hammer and nails and all the 
other homely things that make a “home 
place” of a self-sufficient farm and 
really make of agriculture “the only 
calling fit for a gentleman.” 

There are hundreds of stories and 
fables, carrying the moral of Acres of 
Diamonds, for example. They apply 
to the farmer whose trouble was not so 
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much high tariff, in truth unjustly 
accorded the industrialist, as it was his 
propensity to let his plant, out-build- 
ings, machinery, cowsheds, poultry 
yards and orchard suffer from lack of 
care. 

Our country’s rapid growth gave 
to the farmer his share of unearned in- 
crement, ploughed fields metamor- 
phosed into city lots; the South Forty 
became Ogden Mahlon’s subdivision of 
so and so, etc. Many a farmer was in 
fact a realtor first and a tiller of the 
soil afterward and in all likelihood a 
husbandman not at all. 

Now though the A AA might have 
command of all the king’s horses and 
all the king’s men, the only way it can 
exercise its power of regulation is 
through restriction. When as in the 
case of the spring wheat growers of 
the Northwest it is deemed wise to 
reap as large a harvest as possible, all 
that can be done is to remove restric’ 
tions. The AA A is not so constituted 
that it can aid in making the famous 
two blades of grass do their well known 
duty. 

Thus does the A A A find itself hard 
pressed, without friends, and pinned 
between the horns of a flock of dilem- 
mas; and, the farmers—its first wards 
—rapidly coming to realize the utter 
futility of storing cotton, burning cof- 
fee, killing little pigs. However, it re- 
mains to be said that in this writer's 
opinion A AA is to survive, greatly 
extend its control and assume greater 
power with less responsibility. 








What First-Quarter State- 
ments Show for Leading 
Companies 


(Continued from page 64) 








months of 1935, a net of $11,097,142, 
compared with $11,628,154 in the cor- 
responding period of 1934, the income 
received from the huge investment in 
General Motors being the same in both 
reports. On a per share basis, DuPont's 
earnings were 85 cents and 90 cents, 
respectively. Mathieson Alkali’s show- 
ing was similar to DuPont’s, with earn- 
ings in the March quarter, this year, 
equivalent to 37 cents a common share, 
compared with 38 cents last year, al- 
though the outstanding shares this year 
were more than 200,000 greater than 
last. Union Carbide, on the other 
hand, did much better this year than 
last, reporting 11 cents a share more 
than the 48 cents earned in the first 
quarter of 1934. Apparently many of 
Carbide’s new products in the chemical 
and metal alloy fields are meeting with 
increased demand. 





Like Union Carbide, Air Reduction 
also did better. For the first three 
months of this year the company 
earned $1,254,008, or $1.50 a share 
of common, compared with $994,284, 
or $1.21 a share, last year. Commer- 
cial Solvents’ earnings were down, with 
21 cents a share in the first quarter of 
this year, against 24 cents a share in 
the corresponding period of 1934. 


7% * a 


Phillips Shines Among 
Reporting Oils 


Although not wholly representative 
of the industry, there are a number 
of oil company reports available. . The 
showing is mixed. Atlantic Refining 
reports a loss of about $129,000 for 
the March quarter, 1935, compared 
with a profit of $613,000 in the first 
quarter of last year. The company has 
been trapped between a fixed price 
for crude and the various gasoline price 
wars that have raged in the east. The 
showing made by Phillips Petroleum 
was in sharp contrast to this; earnings 
for the first three months of 1935 being 
equivalent to 37 cents a share, against 
17 cents a share last year. Union 
Oil of California also did better this 
year and earned its 25-cent quarterly 
dividend in the first three months of 
the year for the first time since 1931. 
The actual showing was approximately 
31 cents a share, compared with only 
11 cents a share in the first quarter of 
1934. On the other hand, Tide Water 
Associated Oil’s earnings for the first 
quarter this year were only 5 cents a 
common share, whereas last year dur- 
ing the same period 8 cents a share was 
earned. 


* Ok 


Schenley Surpasses National 
Distillers 


The first quarter reports of the liquor 
companies afford a very good reason 
why last year’s huge earnings were 
not reflected in market price. National 
Distillers, which earned for the full 
year 1934 $5.51 a common. share, 
could earn only 65 cents a share in 
the first quarter of 1935. In the simi- 
lar period last year it earned $1.90 
a share. Schenley reported $1.51 a 
share in the first quarter this year, 
compared with $3.06 a year ago. 


* *  * 


Commercial Credit Gains 


A number of miscellaneous compa- 
nies made a very good showing this 
year. Commercial Credit turned in 
the best first quarter report in its his- 
tory, earnings being the equivalent of 
$1.10 a common share, compared with 
75 cents last year. It is clear that the 





persistent demand for automobiles has 
made the arrangement between this 
company and Chrysler very profitable. 
Incidentally, Commercial Credit is 
cleaning up its four issues of preferred 
stock and substituting therefor a new 
514% $100-par preferred. 
Underwood Elliott Fisher did some- 
what better in the first quarter of 1935 
with earnings of $1.01 a common share, 
against 99 cents last year. Gillette's 
March quarter was the best first quar- 
ter in four years, net profit being nearly 
$1,200,000 compared with $902,000 
in the first three months of 1934. Even 
though Industrial Rayon’s earnings 
were down, it did rather better than 
was expected with 49 cents a common 
share earned during the first quarter 
of this year, compared with $1.12 in 
the first three months of last year. 


* ae * 


Railroads Disappoint 


In the showing made by two ex: 
tremely important groups, railroads 
and public utilities, there was not a 
great deal over which a_ stockholder 
could become excited. Complete fig- 
ures for the first three months are not 
available, but for January all the Class 
I roads turned in a net deficit of $22,- 
000,000, the earnings of only fifteen 
important companies being sufficient to 
cover fixed charges. For February net 
operating income was 12/2 per cent 
below that of last year, while the 
available March statements show oper- 
ating income below that of 1934. The 
railroads’ main troubles are to be found 
in the fact that they are paying 1929 
wage scales, that the price of supplies 
of all kinds has risen greatly, and 
gross revenues are running, if any- 
thing, negligibly better than last year. 

In the case of the public utility in- 
dustry as a whole, a larger volume of 
business has been outweighed — al- 
though in most cases not severely—by 
lower rates and higher operating costs. 
There were, however, some exceptions. 
Consolidated Gas of Baltimore, for 
example, did better in the first three 
months of this year than in the first 
three months of last. 

Like many of the electric and gas 
utilities, the communication companies 
are having a hard struggle to offset 
higher costs. During the first three 
months of 1935, the Bell System gained 
112,000 stations. Despite this, how- 
ever, its consolidated net income appli- 
cable to American Telephone & Tele- 
graph equalled only $1 a share, com- 
pared with 99 cents last year. West- 
ern Union’s official estimate for the 
March quarter this year was equivalent 
to 16 cents a share on the outstanding 
common stock, compared with 53 cents 
a share for the corresponding period 
of 1934. 
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The Buyer’s View of Insurance and Annuities... . 


The American Institute for Economic Research has published a valu- 
able book which endeavors to make adequate information available 
to the buyer of life insurance and annuities. Few men really know 
whether or not the policies in which they are investing are the best and 
cheapest contracts available which meet their especial needs. The 
authors are entirely independent of all commercial interests and have 
no connection with any insurance company. To anyone who has, or 
contemplates the purchase of insurance or annuities, the cost compari- 
son charts and tables should alone be worth the moderate price of this 
book. 

Some indication of the practical nature of this work may be obtained 
by a study of the chapter headings: Ordinary Life Insurance, Other 
Kinds of Policies, Group and Industrial Insurance, What Are You 
Paying For?, How Much Insurance Should a Man Carry?, How to 
Choose the Best Companies, Ratings of Companies and Policies, The 
Annuity Principle, Different Kinds of Annuities, Insurance Features of 
Annuity Contracts, Retirement Annuities, Choosing a Company and 
Contract. An Appendix discusses Life Insurance and Annuities During 


Inflation. 
We can supply any available financial book! 


What to Do About Inflation... . 


In the short time which has elapsed since its first printing, “Inflation 
Ahead!” has become a best seller. The authors, W. M. Kiplinger and 
Frederick Shelton, Washington commentators, have prepared a series 
of twenty-five semi-personal letters of guidance intended primarly for 
the business man and investor. The purpose of this pamphlet is to 
help you to see the signs of inflation as they come along and to give 
suggestions as to what you can do about it. The approach is practical 
and objective. 

The discussion begins with a generalized background covering such 
points as what happened in other countries under inflation, why it has 
not been more noticeable in this country and the possibilities of con- 
trolling it. The second section is devoted to the general prospects for 
credit expansion, commodity prices, business volume, real estate, the 
stock market, bonds and taxes. The final division is comprised of 
counsel on the action to take in regard to each of these factors in the 
event of inflation. A prediction is made that the Dow-Jones Industrial 
Stock Average will reach 200 and perhaps 250 over the next four to six 
years; while the Standard Statistics Bond Index of 60 Corporate Bonds 
should advance from its present level of 88 to 100 in 1936 and reach 
new peaks in the following three years. 


Let us help you round out your financial library! 


Judging a Company’s Financial Position... . 


“What The Figures Mean” was originally written to be used as a train- 
ing course for all the salesmen of one of the large New York invest- 
ment houses. Its aim is purely a practical one—to show the reader in 
as short a time as possible how to read and understand balance sheets 
and income accounts. Everyone who comes in contact with corporation 
securities will find this compact, pocket size volume helpful and in- 
formative. While the future of a company is impossible to forecast 
accurately, if you know exactly how it stands now, you have some idea 
of its potentialities. 

This book solves the difficulty of finding standards by which a com- 
pany can be judged and its present position evaluated. In logical order 
it discusses and explains briefly each important factor on the balance 
sheet and income statement: Total Assets and Total Liabilities, Capital 
and Surplus, Property Account, Depreciation, Long Term Investments, 
Intangible Assets, Deferred Charges, Current Assets and Current Lia- 
bilities, Current Ratio, Inventories, Receivables. Cash, Notes Payable, 
Reserves, Book Value, Income Account Items, Earnings, Safety of 
Dividends, Trends and Parent Company Income Accounts. 
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A list of carefully 
selected books of 
value to the investor 
and semi- investor 





1. Primer of Money 
By Woodward & 
Rose 
Just Published 


322 pages .... $2.50 


2. Future Trading Upon 
Organized Commod- 
ity Markets 
By G. W. Hoffman 
Published 1932 
482 pages .... $5.00 


3. Inevitable World 
Recovery 
By Harold Fisher 
Published 1935 
253 pages .... $2.00 
4. Corporate Profits as 
Shown by Audit 
Reports 
By Nat'l Bureau of 
Economic Research 


Published 1935, $1.25 


- You Are 
ernment 
By Jouett Shouse 
Pablished 1935 
122 pages 


the Gov- 


uw 


$1.00 


6. Successful Specula- 
tion in Common 
Stocks 
By William Law 
Revised 1934 
396 pages $3.50 

- The Blue Eagle. 
from Egg to Earth 
By Gen. Hugh S. 
Johnson 
Published 1935 
459 pages .... $3.00 

8. What of Tomorrow? 

By Ogden L. Mills 
Published 1935 
151 pages ... 


“1 


$2.00 


Order books by 
number on coupon 
below 


With every order for $5.00 or more a 
copy of “Stock Market Charts” by John C. Duncan will be included 
FREE. This is regularly priced at $1.00. 
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New York Curb Exchange 








ACTIVE ISSUES 


Quotations as of Recent Date 








1935 
Price Range 
— — Recent 
Name and Dividend High Low Price 

Alum. Co. of Amer. . ae 32 4514 
Amer. Cyanamid B (.40) . .. 17% 16 17% 
Amer. Gas & Elec. (1.40)... 27 165g 24% 
Amer. Lt. & Tr. (1.20)...... 1034 1% 93% 
Amer. Superpower......... 14 6 1 
Assoc. Gas Elec. “‘A”....... be yy 3% 
Atlas Corp.. iets eee 91, 71% 8% 
Cities Service... afte Ss 1% 34 1% 
Cities Service Pfd.. <n 6% 12% 
Cleveland Elec. Illum. (2)... 3514 328 4% 33 
Colum. G. & E. cv. Pfd. (5). 64 32 6014 
Commonwealth Edison (4).. 67 474, 66% 
Consol. Gas Balt. (3.60)..... 6614 525 66% 
SORTS i aici G5 6:5) ws ne . 4% 2% 2% 
Creole Petroleum.......... 1444 10 144% 
Distillers Cp. Seag......... 18%, 13%4 14% 
Elec. Bond & Share.... . 1% 315 6% 
Eles. Bond & Share Pfd. (6). . 52% 3745 4834 
Elec. Pr. Assoc. (.32) . ae. 24% 3% 
Fisk Rubber. . . 11% 6% 1% 
Ford Mot. of Can. “A” "ata ). 821, 254; a7 
Ford Motor, Ltd.. . 9% 1% 8% 
General Tire. pe cankcva ee | ee 























Business for the Next Three 
Months 


(Continued from page 75) 





gram no doubt could enable the Ad- 
ministration to pour out purchasing 
power in a concentrated period of 
eight months or a year at a rate of 
$5,000,000,000 a year. It is for the 
political observers to conjecture to what 
extent, if any, the circumstance of next 
year’s national election will play a part 
in the timing of this spending. 

On the whole, this writer doubts 
that there is any valid reason, either 
economic or political, for the Admin- 
istration to break its neck trying to 
shoot the works before next winter, if 
then. In this connection, it must not 
be forgotten, that the primary objec- 
tive is employment, with pump-priming 
so secondary that the President did not 
even use the term in his latest fireside 
address. 

Now right here one must frankly 
acknowledge that any estimate as to the 
economic effects of throwing another 
$4,000,000,000 into the pot are sub- 
ject to a very wide margin of error be- 
cause the cumulative force of the per- 
sistent policy of inflation via Federal 
deficits, and emergency spending can 
not be measured in any precise manner. 
Bank deposits are piling up, largely in 
reflection of Federal spending. Money 
rates were never lower. Idle capital 
gluts the market. The credit potential 
of our banking machine, super-imposed 
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1935 
Price Range 
—————. Recent 
Name and Dividend High Low Price 
Glen Alden Coal (*1!2)..... 2A 143, 15% 
Greyhound Corp........... 444% 20% 43% 
US gf See 61 5044 5914 
Hudson Bay M. & S... . 163% 11% 14% 
Humble Oil (1)............ 53144 44 5214 
Imperial Oil (*.80)......... 17 16% 16% 
Lake Shore Mines (*4)..... 58 48 545, 
Mead-Johnson & Co. (*4).. 6334 55 5754 
National Sugar Ref. (2)..... 35 2744 29% 
Niagara Hudson Pwr....... 4% 2% 3% 
Novadel-Agene (2)......... 223, 20% 204% 
-Amer. ar pl (1)..... 44% 39 41 
Pepperel Mfg. (6).......... 8914 5234 63 
tts. Pl. Glass (2)......... 58 4634 
Sherwin-Williams (3). ee 84 9015 
South Penn Oil (1 0): 25 25 6 215, 24% 
Swift & Co. (*.75)......... 13% 145% 15 
os aaa 364, «31 3315 
United Founders........... % yy 17/16 
United Lt. & Pwr. A. ;5 | ae % 1 
United Shoe Mach. (*4! 3) oa 70 81 
Walker Hiram H. W., .. 825g 28145 25% 


* Includes extras. 











on the greatest gold hoard ever held in 
one land, staggers the imagination. 

So one can not say with certainty 
that this particular $4,000,000,000, 
added to the New Deal’s bet, will have 
exactly the same effect as a preceding 
stack of chips in equal amount. It 
should tend to have more effect, unless 
the hide of American business is incor- 
rigibly immune to the growing heat of 
our credit inflation fires so persistently 
fed down at Washington. It may have 
much greater effect, like the last inch 
of the fuse on the bomb. 

At the least, one can forecast that 
this spending drive and anticipation of 
it will tend to cushion probable near- 
term business recessioin. If, when the 
money begins to roll out in sizable 
quantities during the third quarter, 
business happens to be on the up, then 
the up will be magnified. 

The above summary is a generally 
optimistic one, as concerns the near 
term. Perhaps it is too optimistic in 
ignoring certain apparent limitations of 
our position in the general business 
cycle. Full employment and prosper- 
ity probably require recovery in foreign 
trade, recovery in construction and re- 
covery in capital goods. All three were 
active during our last period of normal 
employment and prosperity. 

In capital goods, we have made a 
start toward recovery under the com- 
pulsion of obsolescence and a greater 
willingness of business to spend ac- 
cumulated cash reserves. We still have 
a long road to travel before capital in- 
vestment—depending so largely upon 
confidence in governmental policies and 
the continuity thereof — will assume 


normal proportions. In foreign trade 
and construction, our prospect, to say 
the least, is much less than dynamically 
hopeful. Finally, sound confidence 
inflation—the upward credit spiral— 
almost certainly will await at least some 
faint glimmer of a New Deal idea that 
it might after all be a good thing to 
begin to think about balancing the 
budget! 





Will Spring Advance Be 
ResumedP 
(Continued from page 59) 





exchange rate from a level around 
$4.73 to $4.84; and that three weeks of 
stability in sterling around $4.84 or 
$4.85 have coincided with equally nar- 
row fluctuations in our commodity 
markets. 

Unfortunately, world currency con- 
fusion is little relieved by these tem- 
porary periods of quiet. How long the 
recent stability of the sterling-dollar 
rate will be maintained is anyone's 
guess and can be nothing more than a 
guess. Meanwhile, after brief respite, 
the gold bloc currencies are again un- 
der pressure, especially those of Switz: 
erland and Holland. Meanwhile, also, 
each week brings a further inflow of 
unneeded gold to be added to this 
country’s enormous hoard, which, even 
at the old dollar parity, would be the 
largest amount of the metal ever held 
here. In terms of the present dollar 
it is a potential base for a gold-stand- 
ard credit inflation that could put 1929 
to shame—with two “ifs”: if the Ad- 
ministration with its increasing con- 
trols should permit it; and if the fuse 
should be lighted by the fires of confi- 
dence. 

It, of course, scarcely needs to be 
reiterated that the Administration is 
relentlessly pushing its basic inflation- 
ary policy of creating deficits and in- 
jecting large amounts of purchasing 
power into our economy, with the in- 
tent and hope that it will be followed 
sooner or later by private credit ex- 
pansion. 

Its cheap money policy, its insistence 
upon adoption of the pending banking 
bill—which is virtually assured of pas- 
sage and which will place control 
of credit in the hands of the White 
House and the Treasury—and its new 
$4,000,000,000 work-relief spending 
program all tie in with this basic policy. 

None of which precludes reverses 
such as we have had heretofore and 
will have again, but all of which com- 
bine to emphasize, if emphasis be 
needed, that the possibility of serious 
deflation continues to remain wholly 
outside the picture. 
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Leather and Shoes Point Up 


(Continued from page 83) 
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leather and, therefore, may never seri- 
ously disturb the position of the sole 
leather industry or shoe manufactur- 
ers. The fact remains, however, that 
there has been a drastic reduction in 
the number of cattle and long before 
herds can be built up again, the chances 
are very much that surplus stocks will 
have been absorbed and prices for 
hides and leather will be higher. Like- 
wise shoe prices may be expected to 
rise. 

Despite the fact that shoe production 
lat year was greater than for any 
other year except the record 1929 out- 
put, there was a considerable shrink- 
age of shoe stocks in trade channels 
as the year drew to a close, accompa- 
nied by a sharp tapering-off in manu- 
facturers output in the last six months. 
As a result dealer demand since last 
December has been exceptionally vig- 
orous and contrary to the normal sea- 
sonal occurrence. 

As a matter of fact, shoe demand 
is characterized by exceptional stabil- 
ity, with the average running around 
350,000,000 pairs annually. Not so 
with the value of production, how- 
ever, aS a glance at the appended 
chart will disclose, and it is the changes 
in prices from year to year which in- 
fuence the profits of shoe manufac- 
turers. At the same time, with the 
leading manufacturers now engaging in 
tanning operations, they are subject to 
fluctuations in the prices of hide and 
leather. Last year, for example, the 
three leading manufacturers increased 
sles from 10% to 13%. Each of 
these companies, however, reported 
lower profits. 

Although the actual amounts were 
not disclosed, shoe manufacturers last 
year undoubtedly wrote off substantial 
sums in adjusting inventory values of 
hides and leather to the lower prices 
which prevailed at the close of their 
fiscal year. In the current fiscal year, 
however, the inventory situation seems 
likely to favor manufacturers. 
Assuming a firm or rising trend in 
hide prices in conformance with the 
probabilities already discussed, the 
necessity of making inventory adjust- 
ments against earnings will be removed. 
Moreover, manufacturers doubtless en- 
tered the current season well stocked 
with low cost hides and leather and to 
this extent profit margins on finished 
yoods should be widened. At the same 
time manufacturers are likely to pro- 
ceed slowly in the matter of marking 
up prices, rather than risk the possi- 
bility of consumer resistance. On the 













whole, therefore, it seems logical to 
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conclude that shoe manufacturers this 
year will earn more money but the 
increase is hardly likely to be spectacu- 
lar. 

Earnings should be sufficient to in- 
sure the safety of dividends on the 
shares of representative shoe companies 
and among these are several issues 
which should appeal to the income- 
minded investor. The shares of hide 
and leather companies, on the other 
hand, are definitely in a speculative 
category and are subject to the unpre- 
dictable factor of what ultimate dispo- 
sition the Government may make of 
its sizable hide stocks. Granted that 
there is no change in the expressed in- 
tention of the Government to withhold 
its hide stocks until they can be ab- 
sorbed in an orderly fashion, the 
chances that the hide and leather com- 
panies may enjoy several years of rela- 
tively favorable conditions are sufh- 
ciently promising to invite speculative 
consideration of the shares of the lead- 
ing units. 





Happening in Washington 
(Continued from page 61) 





ner bill should be beaten there is a good 
prospect that a real democracy of in- 
dustry will get under way in America. 
They admit that their ideas of labor 
relations have undergone a_ great 
change. Employees, they have discov- 
ered, are their buyers, and the business 
policy of the future, they agree, must 
be shaped on the basis of large and 
steady payrolls. “What goes into the 
payrolls is what goes into the cash 
register.” 





Will Silver Crisis Bring 
World Monetary 
Stabilization? 


(Continued from page 67) 





The exchange value of the rupee does 
not fluctuate with the price of silver. 
If the rupee became more valuable as 
bullion than as money the Government 
would embargo or heavily tax silver 
exports; either measure would prevent 
the rupee rising in exchange value. If 
rupees should tend to disappear from 
circulation the Indian government 
would simply substitute rupee notes 
for the coin, even as Mexico, in just 
such a position, is substituting paper 
for pesos. India withstood an outflow 
of $1,000,000,000 in gold in 1931-35 
without effect on rupee exchange, and 
there is no reason why it couldn’t 


stand an enormous export of silver. 

The probabilities are, indeed, that if 
any way can be found to get silver out 
of India at a lovely price the British 
and the natives will both welcome the 
process, provided it does not involve an 
influx of foreign goods to the injury 
of native industry. Note that the Pitt- 
man agreement limited the amount of 
silver the Indian government could 
sell. This presentation of the facts 
seems to dispel the theory that a rising 
rupee will compel England to raise the 
gold value of the pound and begin to 
yearn and cry for stabilization, even 
at the American “ultimatum” of at 
least $4.87 to the pound. 

As silver goes up and reaches the 
bullion value of their silver coins all 
countries will witness a rush of silver 
money to the melting pot and a trouble- 
some scarcity of currency, but that situ- 
ation can be met with representative 
paper money or, even, coin of other 
metals. 

Difficulty in acquiring the reserve 
quota of silver no doubt accounts for 
the readiness of the Treasury to sell 
gold to Mexico and other Latin Ameri- 
can countries, but a deeper reason is 
assigned for that readiness. It is inti- 
mated that we are deliberately endeav- 
oring to diffuse our useless surplus of 
gold over the gold-lacking parts of the 
world in the interests of international 
good will and foreign trade. But how 
can we part with our gold effectively 
when the international balance of pay- 
ments forever stands in our favor? Al- 
ways the gold will return unless we 
import, except small amounts that may 
be sequestrated by countries which 
have abandoned the gold standard and 
forbidden exports of gold, and in that 
event the gold will mean nothing to 
commerce. Outside of silver or govern- 
mental buying of tin or something else, 
how could we get the gold to them? 
We would hardly give it away, and it 
is inconceivable that the Treasury, 
which has all the gold in the United 
States, will lend it; we are definitely 
through with all governmental loans, 
with $11,000,000,000 of war loans 
gone forever. If we were willing to 
sell or lend gold for which we would 
cheerfully receive goods in settlement 
we might tie the Latin American coun- 
tries up to the dollar, instead of the 
pound which they now much prefer, 
and so encourage trade. But the dol- 
lar itself although inherently the 
strongest money in the world is not 
viewed with great enthusiasm by con- 
servative foreigners, because it is un- 
der the whims of money faddists, politi- 
cal manipulators, repudiationists and 
reckless inflationists. The pound is a 
poor thing alongside of the dollar, but 
its control is rightly considered more 
dependable. If the dollar domain is 
expanded soon, it is likely to be for 
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political rather than economic reasons. 

The dollar will never build up a 
dollar bloc to rival sterlingaria so long 
as every last caller at the White House 
has a say regarding its control. Cer- 
tain countries might favor a dollar as- 
sociation for political reasons but eco- 
nomically the very thought of tying 
their currencies to Senator Thomas or 
Senator Wheeler would give them an- 
gina pectoris. Who can imagine astute 
Japan tying her currency to such a 
dollar in preference even to a depre- 
ciating pound? Neither the dollar nor 
any other monetary unit will be 
adopted by a group of countries so long 
as its sponsor country maintains a 
tariff policy that results in a chronic 
excess of exports over imports and 
so enforces endless one-way gold settle- 
ments of balances. The pound rules ex- 
change because British trade rules the 
world. 

No, we have no profound monetary 
or economic policy behind our silver 
impolicy; we have nothing but amateur- 
ish adventure mixed with provincial 
politics, fallacious money doctrines and 
a childish faith that if we fool around 
long enough we shall get a break. 








For Profit and Income 


(Continued from page 86) 








first mortgage money on choice pro- 
perty as low as 42% and that the 
prevailing rate is not much better than 
5%. Such being the case, it would 
seem wise for the investor to hang on 
to all sound, non-callable, income-pro- 
ducing holdings, despite the fact that 
the current price may appear, on the 
face of it, high. 


Beer In Cans 


of paying a bottle deposit and return- 
ing the empties. Continental Can is 
also keeping abreast of the times and 
is reported to have developed, in con- 
junction with the Corning Glass Co., 
a tin can with a glass “window” there- 
by combining and preserving the best 
features of both types of containers. 
This new feature is likewise understood 
to have met with immediate public 
response wherever it has been intro- 


duced. 








What the S E C Has Done 
for the Investor 


(Continued from page 73) 








The suggestions themselves are in- 
teresting, being in the main intended 
to restrict trading by members, their 
firms, and partners for their own ac- 
count. Specialists, that bitterly mis- 
understood group of men, are required 
not to trade for their own account be- 
yond that necessary to maintain an 
orderly market. Short selling is re- 
stricted in that a short sale cannot be 
made at a price below the last sale for 
the stock, a rule which is substantially 
the same as the old New York Stock 
Exchange rule. SEC’s rules for floor 
trading, while a further safeguard to 
the individual trader and _ investor, 
probably will have the same effect as 
others—make for a narrower market. 

The young Securities and Exchange 
Commission's greatest immediate task 
is to bring regulation and order to the 
“over-the-counter” market. This is ex- 
tremely important, for it is here that 


the greatest abuses have flourishe 
not, of course, that there are no g 
tremely reputable over-the-count 
houses, but the fact that it has been) 
disorganized market, spread out 

over the country, containing hundre 
of dealers, brokers and associations 
naturally led to a good deal of unethig 
practice. And for the same reaso 
satisfactory regulation of this marke 
is going to be difficult to achieve. 7 

However, a start has been made 
SEC has sent its proposals to mop 
than a_ thousand  over-the-counte 
names, inviting criticism and sugges 
tion. It is proposed to register brokers 
and dealers, who will be required 
give particulars of their business and 
organization. Registration may be re 
fused for misrepresentation in thig 
connection, or if the proposed registrant 
had been convicted recently of a crim 
involving a transaction in securities 
At the same time, registration may bé 
revoked for fraudulent practice. The 
proposed rules seem reasonable—whi 
is probably very smart of SEC, for 
can more easily tighten them up later er 
if necessary. 

Finally, a word of warning: SEC 
is not, and never will be, a substitute 
for judgment, or a guarantee that the 
purchase of a registered security 
bound to turn out all right. It is 
merely there to see that the investor 
obtains fair treatment, that he is pro 
vided with the facts, although how he 
interprets them is his own business. To 
date, SEC has made fine progress on) 
an extremely arduous task; if the la 
continue to be administered as they 
are now, the final result will be a large 
net benefit to the long-suffering owners 
of securities. 
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N. Y. Times —Dow, Jones, Avgs. 
30 Indus. 


40 Bonds 


N. Y. Times 
—60 Stocks 
20 Rails High Low 
29.12 83.56 82.47 


Sales 
706,110 © 


102.65 
104.32 
104.06 
104.03 
104.45 
105.42 


105.93 
106.33 


For some time makers of glass con- 80.17 
tainers have been trying to displace the 
firm hold which the manufacturers of 
tin cans have upon packers of fruits 
and vegetables. They argue the sales 
appeal of any product which the poten- 
tial customer is able to see. Not to be 
outdone, however, the can makers have 
invaded a field previously held to be 
inviolate. The American Can Co., 
has developed 2 tin container for beer 
and a prominent Eastern brewer has 
reported marked success for his prod- 
uct experimentally marketed in tin cans 
in selected territories—so much so in 
fact that it is reported that American 
Can is having difficulty in keeping up 
with demand. This new can holds the 
same quantity as the traditional beer 
bottle and has the advantage in that it 
can be destroyed, thus relieving the 
customer of the bother and annoyance 2  ———— _—_—_—— 
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30.49 84.15 83.29 
30.80 84.83 84.12 


30.13 85.69 84.28 
30.04 85.52 84.49 
105.43 29.44 85.25 84.13 
107.97 30.01 86.45 84.41 
HOLIDAY—EXCHANGE CLOSED 
109.76 56 86.38 


110.27 87.10 
110.06 87.19 
109.45 86.95 
110.47 87.07 
110.37 87.34 
109.68 87.39 


109.91 86.68 
109.45 86.62 
108.71 86.13 
108.84 85.72 
110.49 8b. 82 
110.83 87.63 


80.31 
80.22 
80.35 
80.47 


80.61 
80.78 
80.57 
80.58 


880,820 


1,379,795 
1,226,680 
1,279,570 
1,693,070 
1,522,120 

585,210 


886,450 
860,860 
820,960 
883,590 
953,350 
474,490 


80.69 


80.90 
80.88 
80.81 


80.85 


80.48 
80.56 
80.74 
80.74 


_— 
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